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FEDERAL  HOME  LOAN  BANK  BOARD 

12  CFR  Parts  541,  542,  543,  544,  545, 
546,  547,  548,  549,  551,  552,  555,  and 
556 

[No.  79-316] 

Federal  Savings  and  Loan  System, 
Reduction  and  Simplification  of 
Regulations 

Dated;  May  31, 1979. 

agency:  Federal  Home  Loan  Bank 
Board. 

ACTION:  Final  rules. 

summary:  These  amendments  shorten 
and  simplify  the  Rules  and  Regulations 
for  the  Federal  Savings  and  Loan 
System.  Except  as  described  below,  the 
amendments  are  not  intended  to  change 
the  meaning  or  effect  of  the  revised 
sections,  but  only  to  clarify  them  and 
remove  unnecessary  words. 

EFFECTIVE  DATE:  August  3, 1979. 

FOR  FURTHER  INFORMATION  CONTACT: 
John  R.  Hall,  Attorney,  Federal  Home 
Loan  Bank  Board,  1700  G  Street,  NW, 
Washington,  D.C.  20552  (202-377-6445]. 
SUPPLEMENTARY  INFORMATION:  The 
Federal  Home  Loan  Bank  Board,  by 
Resolution  No.  78-390,  dated  July  6, 

1978,  proposed  to  revise  12  CFR  Parts 
541-549,  551,  552,  555,  and  556  to  reduce 
and  clarify  the  language  of  those 
regulations.  The  proposed  revision  was 
published  in  the  Federal  Register  on  July 

17. 1978,  (43  FR  30730-30767)  with  public 
comments  to  be  received  by  September 

13. 1978.  Based  on  its  consideration  of 
comments  received  and  other 
information  available  to  it,  the  Bank 
Board  has  decided  to  adopt  the 
proposed  amendments  with  changes 
discussed  below. 

The  language  of  the  following  sections 
has  been  further  amended,  without 
substantive  change:  §§  541.6,  541.9, 
541.21,  541.22,  543.4,  543.6,  543.8,  543.9, 
545.1-1,  545.1-2,  545.1-3,  545.1-4,  545.3, 
545.5,  545.6-2,  545.6-4,  545.6-6,  545.6-10, 

545.7,  545.7-1,  545.7-2,  545.7-6,  545.8, 
545.8-7,  545.9,  545.9-1,  545.10,  545.24, 
545.24-2,  545.28,  545.29,  547.2,  547.5, 

552.8,  555.7  555.8,  555,13,  and  555,15. 

The  definitions  in  Part  541  have  been 

arranged  in  alphabetical  order. 

The  following  sections  of  the 
proposed  regulations  are  revised  or 
deleted  for  the  reasons  stated: 

Sections  541.3  and  541.4 — ^The 
proposed  definitions  of  “capital”  and 
“savings  accounts”  have  been  deleted 
as  superfluous. 


Section  541.12(a) — The  definition  of 
“other  improved  real  estate”  is  amended 
in  §  541.17  to  clarify  that  the  term  does 
not  include  two-family  dwellings. 

Section  545.4(a)(1) — The  final 
amendments  do  not  include  the 
proposed  requirement  that  withdrawal 
from  any  savings  account  whose  owner 
has  died  or  which  qualifies  as  a 
retirement  account  and  the  owner  is 
disabled  or  has  attained  the  age  of  59  Va 
be  exempted  from  early  withdrawal 
penalties,  because  the  proposed  change 
would  be  substantive  and  beyond  the 
scope  of  these  amendments. 

Section  545.6-8 — The  final 
amendments  clarify  that  the  initial 
occupancy  of  housing  designed 
primarily  for  persons  over  55  years  of 
age  need  not  be  limited  entirely  to  such 
persons. 

Section  545.6-10(b)(l) — The  exception 
regarding  the  maximum  loan  term  for 
loans  made  under  this  section  and 
secured  by  other  dwelling  units  or 
combination  of  dwelling  units,  including 
homes,  and  business  property  involving 
only  minor  or  incidental  business  use 
has  been  deleted  as  unnecessary.  The 
final  amendments  provide  such 
exception  only  for  loans  secured  by 
other  improved  real  estate. 

Section  545.10 — The  amendments 
clarify  that  the  limitation  on  maximum 
investment  under  this  section  includes 
investments  made  through  service 
corporations  under  §  545.9-l(b)(4)(xii). 

Section  549.6(a) — The  present 
requirement  that  the  receiver  maintain  a 
record  of  creditor  and  share  liabilities 
has  been  included  in  the  final 
amendments,  but  the  term  “savings 
account”  replaces  the  term  “share”. 

Section  552.6 — The  optional  bylaws 
setting  mandatory  retirement  ages  for 
directors  and  officers  of  Charter  S 
associations  are  revised  to  permit  a 
mandatory  retirement  age  no  less  than 
70.  This  change  conforms  to  1978 
amendments  to  the  Age  Discrimination 
in  Employment  Act  of  1967  and  present 
regulations  for  Federal  mutual 
associations. 

Section  555.8 — Proposed  paragraph 
(c),  regarding  payment  of  earnings  on 
the  last  business  day  of  an  earnings 
period,  has  been  deleted  from  the  final 
regulations  because  it  is  superfluous. 

Throughout  the  regulations  references  - 
to  the  Office  of  Examinations  and 
Supervision  have  been  revised  to  reflect 
current  organization  of  the  Bank  Board. 


Public  Comments 

Of  the  14  public  comments  received,  3 
approved  adoption  of  the  amendments 
as  proposed,  and  7  approved  the 
proposal  but  suggested  changes.  Three 
respondents  only  offered  comments,  and 
one,  finding  the  revision  more  confusing 
than  the  present  regulations,  opposed  its 
adoption.  Suggestions  for  further 
simplification  and  for  greater  clarity  and 
accuracy  have  been  incorporated  in  the 
final  amendments  as  described  above. 
Additional  general  comments  were 
received  as  follows: 

(1)  The  final  amendments  should 
include  some  indication  of  the 
relationship  between  the  revised  and 
original  provisions  of  the  regulations. 

Included  as  an  appendix  to  this 
document  is  a  cross-reference  table 
describing  the  sources  of  the  revised 
regulations. 

(2)  Rearrangement  of  sections  may 
cause  complications  because  prescribed 
forms  and  other  documents  may  refer  to 
section  designations  which  have  been 
changed. 

The  Bank  Board  recognizes  that 
redesignation  of  some  sections  may 
cause  complications,  but  it  believes  that 
a  more  orderly  arrangement  will  provide 
substantial  benefits.  Present  section 
designations  have  been  retained  where 
possible,  consistent  with  the  purposes  of 
the  revision. 

(3)  While  Federal  associations  are  * 
subject  to  all  rules  and  regulations  for 
insurance  of  accounts,  in  instances 
where  the  Federal  regulations  might 
appear  to  be  the  only  regulation 
covering  a  particular  subject,  a  cross 
reference  to  any  applicable  insurance 
regulation  would  be  helpful. 

The  cross-references  to  which  the 
comment  referred  (in  §  §  545.5  and  545.8) 
are  included  in  the  final  amendments. 

(4)  The  term  “earnings”  should  be 
used  rather  than  “dividends”  when 
referring  to  payments  to  savings  account 
holders. 

“Earnings”  is  used  in  the  final 
amendments. 

(5)  References  to  mutual  associations 
should  be  deleted  because  associations 
may  be  in  mutual  or  stock  form. 

The  term  “mutual  association”  is  used 
when  the  regulation  applies  specifically 
to  such  associations. 
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(6)  The  regulations  should  be 
expanded  to  include  all  of  the  additional 
information  presently  provided  in 
interpretative  opinions,  rulings,  and 
technical  memoranda  relative  to  specific 
regulations. 

While  the  Bank  Board  recognizes  that 
additional  details  regarding  specific 
situations  or  technical  aspects  of 
implementing  a  regulation  might  be 
helpful  in  some  instances,  it  believes 
that  regulations  incorporating  all  such 
information  would  be  cumbersome  and 
possibly  confusing. 

The  following  recommendations 
regarding  specific  sections  were  not 
adopted  because  they  would  make 
substantive  changes  beyond  the  scope 
of  this  revision. 

Section  545.1-l{b)(4) — The  regulation 
should  be  amended  to  permit  a  penalty 
for  early  withdrawal  from  a  bonus 
account  to  be  deducted  from  the 
remaining  account  balance  rather  thaji 
from  the  amount  withdrawn,  to  adjust 
for  any  previous  distribution  of  earnings. 

Section  545.1-2(d) — The  provision  for 
issuance  of  share  accounts  by  deposit 
associations  should  be  deleted. 

Section  545.2(b) — Greater  flexibility 
should  be  permitted  regarding  evidence 
of  account. 

Section  545.6-3(dj(3)(v) — The 
retention  requirement  for  rehabilitation 
loans  should  be  applicable  only  to  loans 
o\er  90  percent  of  value  rather  than  over 
80  percent  of  value  as  in  the  present 
regulation. 

Additional  comments  were  received 
us  follows: 

Section  543.2 — Various  comments. 

This  section,  which  was  recently 
revised  in  connection  with 
implementation  of  the  Community 
Reinvestment  Act  of  1977,  is  not  further 
revised  by  these  amendments,  and 
comments  regarding  this  section  are  not 
applicable  to  these  amendments. 

Section  544.1 — Various  comments. 

The  revision  has  retained  without 
change  the  present  forms  of  charter  for 
Federal  associations  in  order  to 
maintain  uniformity  among  associations. 
Therefore  comments  regarding  charter 
provisions  are  beyond  the  scope  of  these 
amendments. 

Section  545.1-1  (e) — The  provision  for 
withdrawal  without  notice  from  a  notice 
account  has  been  substantively 
changed. 

The  provision  merely  clarifies  the 
Bank  Board's  present  interpretation  of 
the  regulation,  that  exceptions  to  the 
required  notice  period  apply  only  to 
funds  which  have  remained  in  the 
account  for  at  least  90  days. 


Section  545.1-l(h) — The  notice 
required  under  this  section  to  be  given 
when  new  savings  accounts  are  offered 
is  presently  required  only  for  offerings 
of  new  bonus  accounts. 

The  section  includes,  along  with  the 
notice  requirement  for  bonus-account 
offerings,  to  which  the  commenter 
refers,  the  notice  requirement  presently 
required  under  §  545.3-l(g)  for  other 
savings  accounts. 

Section  545.1-5(i)(2) — The  regulations 
should  state  specifically  that  marketable 
certificates  of  deposit  are  insured. 

The  Bank  Board  believes  such  a 
statement  is  superfluous. 

Section  545.2(b) — The  regulation 
appears  to  require  issuance  of  a 
passbook  to  evidence  a  “statement" 
account. 

The  revision  does  not  change  present 
requirements  for  evidence  of  accounts 
which  permit  such  evidence  to  be  in  an 
account  book  or  a  separate  certificate. 

Section  545.3 — The  time  and  manner 
of  distribution  of  earnings  should  be  the 
same  for  certificate  accounts  as  for  all 
other  savings  accounts. 

No  substantive  change  has  been  made 
regarding  distribution  dates. 

Section  545.6-2 — Incorporation  into 
the  lending  regulation  of  the  definition 
of  “other  improved  real  estate"  which 
was  formerly  contained  in  §  541.12 
alters  the  authority  of  Federal 
associations  to  make  variable  rate  loans 
on  security  other  than  owner-occupied 
homes  or  combination  homes  and 
business  property. 

The  requirement,  contained  in  §  541.14 
and  applicable  to  owner-occupied 
homes,  that  no  required  payment  after 
the  first  regular  periodic  payment  be 
more  than  the  preceding  payment,  is 
restated  in  revised  §  545.6-2(a)(5).  No 
new  limitation  is  placed  on  loans  on  any 
other  security. 

Section  545.6-3(a)(l) — Does  the 
revised  language  continue  to  permit 
payments  on  flexibile  payment  loans  at 
one  rate  during  an  initial  period  and 
another  during  the  amortization  period? 

No  substantive  change  of  the 
regulation  is  intended. 

Section  545.6-3(d)(3) — May 
construction  loans  be  combined  under 
this  section  only  with  permanent  loans 
made  on  a  monthly  installment  basi.s? 

For  the  purpose  of  combination  with  a 
construction  loan  a  permanent  loan 
must  be  made  on  a  monthly  installment 
basis  only  if  it  is  secured  by  other 
improved  real  estate. 


Section  545.6-12{b) — Although  this 
section  is  located  at  the  end  of  the  real 
estate  loan  provisions,  loans  made 
under  this  section  technically  are  not 
real  estate  loans. 

Even  though  loans  authorized  under 
this  section  need  not  be  secured  by  real 
estate,  the  location  of  the  section 
appears  reasonable  in  view  of  the 
nature  of  the  authorized  loans. 

Section  545.12(c) — Inclusion  of  the 
words  “for  construction  purposes”  in  the 
heading  of  this  paragraph  imposes  an 
additional  limitation  on  loans  made 
under  it. 

The  Bank  Board  believes  the  proposed 
heading  appropriately  indicates  the  type 
of  loans  permitted  under  this  paragraph. 

Section  545.8(a) — The  proposal  would 
authorize  a  Federal  association  to 
participate  in  any  type  of  loan  secured 
by  real  estate  which  the  “approved 
lender"  is  authorized  to  make. 

The  regulation  not  only  limits  an 
association’s  participations  to  loans 
which  it  could  make  under  applicable 
percentage-of-assets  limitations,  but 
also  to  loans  of  a  type  which  it  could 
make. 

Section  545.8-3(c) — The  regulation 
should  more  clearly  state  that  “interest 
is  not  required  on  escrow  accounts, 
unless  it  is  allowed  by  State  chartered 
savings  and  loan  laws." 

The  Bank  Board  believes  the 
regulation  as  written  clearly  states  the 
three  criteria  which  must  be  met  before 
payment  of  earnings  on  escrow  accounts 
is  required. 

Section  545.8-7(a)(l)(iii) — This 
subparagraph  should  be  amended  to 
provide  greater  authority  for  purchasing 
insured  loans. 

Authority  to  purchase  insured  loans  is 
provided  under  §  545.8-7(a)(3)  and  has 
not  been  changed  by  these  amendments. 

Section  545.9-l(j) — Does  the 
elimination  of  the  section  specifically 
approving  continuation  of  service 
corporation  activities  approved  by  the 
Bank  Board  before  1970  require 
termination  of  such  activities? 

Deletion  of  the  provision  is  not 
intended  to  revoke  approval  of  any  such 
activity. 

Section  547.7 — The  regulation  should 
continue  to  specify  that  the  officer  or 
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employee  in  charge  of  the  home  office  of 
an  association  for  which  a  conservator 
or  receiver  has  been  appointed  shall  be 
notified  of  the  appointment  at  the  time 
possession  is  demanded.  The  proposal 
requires  that  such  notice  be  given  at  the 
time  possession  is  taken  and  there  is  a 
legal  distinction  between  demanding 
possession  and  taking  possession. 

The  Bank  Board  believes  it  is 
unnecessary  to  specify  the  steps 
involved  in  taking  possession,  if  the 
required  notice  is  given. 

Accordingly,  the  Bank  Board  hereby 
amends  Parts  541-549,  551,  552,  555,  and 
556,  as  follows; 

1.  Revise  Part  541  to  read  as  follows: 

PART  541— DEFINITIONS 

S(!C. 

541.1  General. 

541.2  Act. 

541.3  Combination  of  dwelling  units, 
including  homes,  and  business  property 
involving  only  minor  or  incidental 
business  use. 

541.4  Combination  of  home  and  business 
property. 

541.5  Cooperative  housing  project. 

541.6  Director. 

541.7  Dwelling  unit. 

541.8  Federal  association. 

541.9  Genera!  reserve. 

541.10  Guaranteed  loan. 

541.11  Home. 

541.12  Improved  real  estate. 

541.13  Insured  loan. 

541.14  Loans  secured  by  first  liens. 

541.15  Net  worth. 

541.16  Other  dwelling  unit. 

541.17  Other  improved  real  estate. 

541.18  Principal  Supervisory  Agent. 

541.19  Short-term  savings  account. 

541.20  Single-family  dwelling. 

541.21  Supervisory  Agent. 

541.22  Surplus. 

541.23  Two-family  dwelling. 

541.24  Withdrawal  value  of  a  savings 
account. 

Authority:  Sec.  5,  48  Stat.  132,  as  amended: 
12  U.S.C.  1464,  Reorg.  Plan  No.  3  of  1947;  3 
CFR  1943-1948  Comp. 

§541.1  General.' 

Unless  another  definition  is  provided 
in  this  subchapter,  definitions  in  Part  521 
of  this  chapter  apply. 

§541.2  Act. 

The  Home  Owners’  Loan  Act  of  1933, 
as  amended. 


'  Except  as  described  in  the  preambles  to  the 
proposed  and  final  revision  of  the  Rules  and 
Regulation  for  the  Federal  Savings  and  Loan  System 

(43  FR  30730-30731  and  44  FR - ),  the  revision, 

which  became  effective  August  3. 1979,  was  not 
intended  to  change  the  meaning  or  effect  of  the 
revised  regulations. 


§  541.3  Combination  of  dwelling  units, 
including  homes,  and  business  property 
involving  only  minor  or  incidental  business 
use. 

Real  estate  which  comprises  other 
dwelling  units  (and  may  comprise 
homes)  and  business  property,  if  no 
more  than  20  percent  of  the  total  value 
of  the  real  estate  is  attributable  to 
business  use. 

§  541.4  Combination  of  home  and 
business  property. 

A  home  used  in  part  for  business. 

§  541.5  Cooperative  housing  project. 

Real  estate  primarily  comprising  more 
than  four  dwelling  units,  owned  by  a 
non-profit  organization  whose  members 
certify  that  they  in  good  faith  intend  to 
occupy  the  project  as  their  principal 
dwelling. 

§  541.6  Director. 

The  Director  or  Deputy  Director- 
E.xaminations,  FSLIC. 

§  541.7  Dwelling  unit. 

The  unified  combination  of  rooms 
designed  for  residential  use  by  one 
family,  other  than  a  single-family 
dwelling. 

§  541.8  Federal  association. 

A  savings  and  loan  association 
chartered  by  the  Board  under  section  5 
of  the  Act  and,  except  as  the  Board  may 
otherwise  provide,  any  building  and 
loan,  savings  and  loan,  building,  or 
homestead  association,  organized  or 
incorporated  under  the  laws  of  the 
District  of  Columbia. 

§  541.9  General  reserves. 

Aggregate  reserves  established  solely 
to  meet  losses. 

§  541.10  Guaranteed  loan. 

A  loan  guaranteed  or  as  to  which  a 
commitment  to  guarantee  has  been 
made  under  the  Servicemen's 
Readjustment  Act  of  1944,  or  chapter  37 
of  title  38,  United  States  Code,  as 
amended. 

§541.11  Home. 

Real  estate  comprising  a  single  family 
dwelling(s)  or  a  dwelling  unit{s)  for  4  or 
less  families  in  the  aggregate. 

§  541.12  Improved  real  estate. 

Real  estate  which  is,  or  from  proceeds 
of  a  loan  will  become,  any  of  the  real 
estate  defined  in  §§  541.3,  541.4.  541.11, 
541.16,  541.17,  or  541.23. 

§  541.13  Insured  loan. 

A  loan  as  to  w’hich  the  mortgagee  is 
insured,  or  as  to  w-hich  a  commitment 
for  such  insurance  has  been  made  under 


the  National  Housing  Act  or  the 
Servicemen’s  Readjustment  Act  of  1944, 
or  chapter  37  of  title  38,  United  States 
Code,  as  amended. 

§  541.14  Loans  secured  by  first  liens. 

(a)  Loans  secured  by  an  interest  in 
real  estate  in  fee  or  in  a  leasehold  or 
subleasehold  extending  or  renewable 
automatically  .or  at  the  option  of  the 
holder  or  the  Federal  association  for  10 
years  after  maturity  of  the  loan.  if.  in  the 
event  of  default,  the  real  estate  could  be 
used  to  satisfy  the  obligation  with  the 
same  priority  as  a  first  mortgage  or  a 
first  deed  of  trust  in  the  jurisdiction 
where  the  real  estate  is  located;  and 

(b)  Loans  secured  by  assignment  of 
such  loans. 

§541.15  Net  worth. 

The  sum  of  general  reserves,  surplus, 
capital  stock,  and  any  other  account 
designated  as  part  of  net  worth  under 
this  subchapter. 

§  541.16  Other  dwelling  unit. 

Real  estate  which  comprises: 

(a)  A  structure(s)  primarily  comprising 
single  family  dwellings  or  dwelling  units 
for  more  than  four  families  in  the 
aggregate:  or 

(b)  A  structure(s).  or  parts  thereof, 
designed  or  used  (1)  as  fraternity  or 
sorority  houses  which  include  sleeping 
accommodations  for  students  of  a 
college  or  university  or  (2)  principally 
for  living  accommodations  for  students, 
employees,  or  staff  of  a  college, 
university,  or  hospital. 

§  541.17  Other  improved  real  estate. 

(a)  Real  estate  other  than  that  defined 
in  §  541.3,  §  541.4,  §  541.5,  §  541.7, 

§  541.11,  §  541.16.  §  541.20,  and  §  541.23 
with  (1)  a  permanent  structure{s) 
constituting  at  least  25  percent  of  its 
value;  or  (2)  improvements  which  make 
it  usable  by  a  business  or  industrial 
enterprise: 

(b)  Building  lots  or  sites  with 
installations  and  improvements, 
completed  according  to  governmental 
requirments  and  general  practice  in  the 
community,  sufficient  to  make  each  lot 
or  site  ready  for  construction  thereon  of 
a  structure  designed  for  residential  use 
by  one  family:  or 

(c)  Real  estate  used,  or  to  be  used 
within  a  reasonable  time,  for 
commercial  farming,  excluding  hobby 
and  vacation  property. 

§  541.18  Principal  supervisory  agent. 

The  President  of  the  Bank  of  the 
district  in  which  a  Federal  association, 
or  insured  institution  (as  defined  in 
§  561.20  of  this  chapter),  is,  or  will  be. 
located  or  any  other  person  designated 
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in  writing  as  Principal  Supervisory 
Agent  by  the  Board  to  serve  as  such  for 
such  term  as  under  such  conditions  as 
may  be  specified. 

§  541,19  Short-term  savings  account. 

A  savings  account  which  will  be 
withdrawn  in  less  than  twenty-four 
months  or  was  established  to 
accumulate  funds  to  pay  taxes  or 
insurance  premiums  on  real  estate 
securing  a  loan. 

§541.20  Single-family  dwelling. 

A  structure  designed  for  residential 
use  by  one  family,  or  a  unit  so  designed, 
whose  owner  owns  an  undivided 
interest  in  the  underlying  real  estate, 
including  property  owned  in  common 
with  others  which  contributes  to  the  use 
and  enjoyment  of  the  structure  or  unit. 

§541.21  Supervisory  agent. 

The  Principal  Supervisory  Agent  or 
any  other  officer  or  employee  of  the 
Bank  designated  under  §  501.10  or 
§  501.11  of  this  chapter. 

§  541.22  Surplus. 

Undistributed  earnings  held  as 
unallocated  reserves  for  general 
corporate  use. 

§  541.23  Two-family  dwelling. 

'  A  structure  designed  for  two  dwelling 
units. 

§  541.24  Withdrawal  value  of  a  savings 
account. 

The  amount  invested  in  a  savings 
account  plus  earnings  credited  thereto, 
less  lawful  deductions  therefrom. 

PART  542— AMENDMENT  OF  RULES 
AND  REGULATIONS 

2.  Delete  Part  542,  effective  August  3. 
1979. 

PART  543— INCORPORATION, 
ORGANIZATION,  AND  CONVERSION 

3.  Amend  §  543.1  to  read  as  follows: 

§  543.1  Corporate  title. 

(a)  A  Federal  association's  title  shall 
include  the  words  "Federal  Savings  and 
Loan  Association"  preceded  by  suitable 
descriptive  words,  and  may  be  followed 
by  words  indicating  location,  including  a 
State  or  regional  name  immediately 
preceded  by  the  name  of  the  locality  of 
the  association's  home  office.  State  or 
regional  names  may  be  used  elsewhere 
in  the  title  if  the  applicant  clearly 
demonstrates,  and  the  Board  finds,  that 
such  use  is  justified.  A  Federal 
association  shall  not  adopt  or  change  to 
a  title  which  will  result  in  unfair 
competition  or  public  confusion,  or  be 


deceptive,  scandalous,  or  otherwise 
unsuitable. 

(b)  Title  change. — 

(1)  Filing,  notice,  and  protest. 
Applications  containing  a  factual 
statement  justifying  the  proposed 
change  shall  be  filed  with  the 
Supervisory  Agent,  with  a  copy  to  the 
Director  of  the  Board's  Office  of 
Industry  Development.  The  Supervisory 
Agent  shall  determine  whether  there  are 
similarly  named  institutions  in  the  same 
or  any  contiguous  State,  and  promptly 
notify  them  of  the  application. 

Processing,  notice,  and  protest 
procedures  shall  accord  with  the  Board  s 
branch-office  application  procedures, 
except  that  the  closing  date  for  any 
protest  shall  be  determined  by  using  the 
date  of  the  notice  relied  upon  by  a 
protestant.  The  Principal  Supervisory 
Agent  may  exclude  from  consideration 
protests  which  are  not  timely  or  do  not 
specify  (i)  harm  expected  to  result  from 
approval  and  (ii)  reasons  why  approval 
should  be  denied. 

(2)  Decision.  The  Principal 
Supervisory  Agent  may  approve  an 
unprotested  application  (or  application 
subject  only  to  nonspecific  protest(s)) 
and  corresponding  request  for  charter 
amendment,  and  shall  forward  for  Board 
decision  applications  which  (i)  he 
believes  warrant  disapproval,  (ii)  are 
protested,  or  (iii)  use  a  State  or  regional 
name  not  immediately  preceded  by  the 
applicant's  home-office  locality. 

4.  Amend  §  543.2  by  revising 
paragraph  (a)  to  read  as  follows: 

Organization 

§  543.2  Application  for  permission  to 
organize. 

(a)  General.  Questions  regarding  this 
section  shall  be  directed  to  the 
Supervisory  Agent.  Recommendations 
by  Supervisory  Agents  and  officers  and 
employees  of  the  Board  regarding 
application  for  permission  to  organize  a 
Federal  association  are  privileged, 
confidential,  and  subject  to  §  505.6  of 
this  chapter. 

5.  Revise  §§  543.3-543.12  to  read  as 
follows: 

§  543.3  Subscription  to  capital. 

When  the  Board  approves  an 
application  for  permission  to  organize  a 
Federal  association,  the  applicants  shall 
constitute  the  organization  committee 
and  elect  a  chairperson,  vice¬ 
chairperson.  and  secretary,  who  shall 
act  as  the  temporary  officers  of  the 
association  until  their  successors  are 
duly  elected  and  qualified.  The 
temporary  officers  may  effect 


compliance  with  any  conditions 
prescribed  by  the  Board,  including 
securing  subscriptions  to  the 
association's  capital  in  the  following 
form  (referred  to  in  this  Part  as 
"subscription  to  capital"): 

- ^ - (City). - (State). 

- (Date). 

Federal  Home  Loan  Bank  Board, 

Washington.  D.C. 

Having  been  given  permission  to  organize  a 
Federal  association,  the  undersigned  hereby 
subscribe  for  the  amount  of  capital  indicated 
below,  and  contract  to  pay  into  a  savings 
account,  upon  issuance  of  a  charter,  the- 
amount  of  cash  stated  opposite  their 
respective  names.  We  agree  to  cooperate  in 
developing  such  an  association  for  promotion 
of  local  savings  and  home-financing. 

(Name) - 

(Address) - 


(Amount  of  capital  to  be  paid  in  cash  upon 
issuance  of  charter) 


§  543.4  Petition  for  charter. 

(a)  Form.  When  the  required  number 
of  persons  have  subscribed  for  the 
required  amount  of  capital  and  agreed  to 
pay  such  amount  in  cash  when  the 
Board  issues  a  charter,  and  when  any 
other  conditions  prescribed  by  the 
Board  have  been  met,  the  temporary 
officers  shall  sign  a  petition  to  the  Board 
requesting  it  to  issue  a  charter  under  a 
name  chosen  by  the  petitioners  or  the 
Board.  The  petition  shall  state  that  (1) 
the  applicants  have  complied  in  all 
respects  with  the  Act  and  these  rules 
and  regulations  regarding  organization 
of  a  Federal  association:  (2)  the 
applicants  have  incurred  no  expense  in 
forming  the  association  which  is 
chargeable  to  it.  and  no  such  expense 
will  be  incurred:  (3)  no  money  will  be 
collected  on  account  of  the  association 
before  the  Board  issues  its  charter:  (4) 
an  organization  committee  has  been 
created  (naming  the  committee  and  its 
officers):  and  (5)  the  committee  will 
organize  the  association  when  the  Board 
issues  its  charter  and  serve  as 
temporary  officers  of  the  association 
until  officers  are  elected  by  the 
association's  board  of  directors  under 

§  543.6. 

(b)  Filing.  The  petition  for  charter  and 
evidence  of  compliance  with  conditions 
prescribed  by  the  Board,  including 


39112 


Federal  Register  /  Vol.  44.  No.  129  /  Tuesday,  july  3.  1979  /  Rules  and  Regulations 


subscriptions  to  capital,  shall  be 
submitted  in  duplicate  to  the  Board 
through  the  Bank  of  the  district  in  which 
the  association  is  to  be  located. 

§  543.5  Issuance  of  charter. 

Thereafter,  the  Board  will  issue  or 
deny  a  charter,  and  its  action  shall  be 
final.  Issuance  will  be  in  accordance 
with  §  544.1  of  this  subchapter. 

§  543.6  Completion  of  organization. 

(a)  Organization  meeting.  Promptly 
upon  receipt  of  a  charter,  the  temporary 
officers  shall  call  a  meeting  of  the 
association’s  capital  subscribers;  notice 
of  such  meeting  shall  be  mailed  to  each 
subscriber  at  least  5  days  before  the 
meeting  day.  Subscribers  who  have 
subscribed  for  a  majority  of  the 
association's  capital,  present  in  person 
or  by  proxy,  shall  constitute  a  quorum. 
At  such  meeting  directors  of  the 
association  shall  be  elected  according  to 
the  association’s  charter  and  bylaws, 
and  any  other  action  permitted  by  such 
charter  and  bylaws  may  be  taken;  any 
such  action  shall  be  considered  an 
acceptance  by  the  association  of  such 
charter  and  of  such  bylaws  which  shall 
be  in  the  form  provided  in  §  544.5  of  this 
subchapter. 

(b)  First  meeting  of  directors.  Upon 
election,  the  association’s  board  of 
directors  shall  hold  a  meeting  to  elect 
officers  of  the  association  as  provided 
by  its  charter  and  bylaws  and  to  take 
any  other  action  necessary  to  permit 
operation  of  the  association  in 
accordance  with  law.  the  association’s 
charter  and  bylaws,  and  these  rules  and 
regulations.  When  such  officers  have 
been  bonded  under  §  563.19  of  this 
chapter,  they  shall  immediately  collect 
the  sums  due  on  subscriptions  to  the 
association’s  captial. 

(c)  Membership  in  Federal  Home 
Loan  Bank  and  Insurance  of  Accounts. 
W'hen  a  Federal  Association’s  charter  is 
issued  it  must  promptly  qualify  as  a 
member  and  meet  all  requirements 
necessary  to  obtain  insurance  of  its 
accounts  by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

(d)  Failure  to  complete.  Organization 
of  a  Federal  association  is  completed 
when  the  organization  meeting  and  the 
first  meeting  of  its  directors  have  been 
held,  permanent  officers  have  been 
bonded,  the  association  holds  the  cash 
required  to  be  paid  on  subscriptions  to 
its  capital,  and  any  additional 
requirement  imposed  by  the  Board  has 
been  met.  If  organization  is  not  so 
completed  within  six  months  after 
issuance  of  a  charter,  or  within  such 
additional  period  as  the  Board  may  for 
good  cause  grant,  the  charter  shall 


become  void  and  all  cash  collected  on 
subscriptions  shall  thereupon  be 
returned. 

§  543.7  Limitations  on  transaction  of 
business. 

No  person  may  organize  a  Federal 
association,  collect  money  from  others 
for  such  purpose,  or  represent  himself  as 
authorized  to  do  so,  and  no  Federal 
association  shall  transact  any  business 
prior  to  completion  of  its  organization, 
except  as  provided  in  this  Part. 

§  543.7-1  Federal  association  proposed 
by  Federal  Savings  and  Loan  Insurance 
Corporation. 

The  preceding  sections  of  this  Part  do 
not  apply  to  a  Federal  association  which 
is  proposed  by  the  Federal  Savings  and 
Loan  insurance  Corporation  under 
section  406  of  the  National  Housing  Act,' 
as  amended.  Incorporation  and 
organization  of  such  associations  are 
complete  when  the  Board  so  determines. 

Conversion 

§  543.8  Eligibilty. 

Any  member  may,  on  such  conditions 
as  the  Board  may  prescribe,  convert 
itself  into  a  Federal  association,  if  it 
complies  with  all  laws  of  its  jurisdiction 
expressly  providing  for  such 
conversions  and  with  these  rules  and 
regulations. 

§  543.9  Preliminary  application. 

(a)  Filing.  Any  member  desiring  to 
convert  itself  into  a  Federal  association 
shall,  after  approval  by  its  board  of 
directors,  file  an  application  in  duplicate 
through  its  Bank  on  forms  obtained  from 
the  Bank  or  the  Board.  A  non-member 
institution  eligible  to  apply  for 
membership  may  likewise  file  such  an 
application,  simultaneously  with  its 
application  for  membership,  through  the 
Bank  of  which  it  proposes  to  become  a 
member.  The  applicant  shall  submit  any 
financial  statements  or  other 
information  the  Board  may  require  and 
pay  all  costs,  determined  by  the  Board, 
of  the  Board’s  consideration  of  the 
application.  The  applicant  shall  also 
submit  with  its  application  a  plan  of 
conversion,  specifying  the  location  of 
the  home  office  and  any  branch  offices 
to  be  maintained  by  the  Federal 
association  and  providing  for  (1) 
appropriate  reserves  and  surplus  for  the 
Federal  association,  (2)  satisfaction  in 
full  or  assumption  by  the  Federal 
association  of  all  creditor  obligations  of 
the  applicant,  and  (3]  issuance  by  the 
Federal  association  of  its  savings 
accounts  to  holders  of  withdrawable 
accounts  and,  if  applicable, 
nonwithdrawable  capital  stock  of  the 


applicant  in  an  amount  equalling  the 
value  of  their  accounts,  including  the 
present  value  of  any  preferences  to 
which  such  holders  are  entitled,  or  of 
their  nonwithdrawable  capital  stock. 

(b)  Board  action.  The  Board  will 
consider  such  preliminary  application 
and  any  information  submitted 
therewith  and  approve,  conditionally 
approve,  or  disapprove  the  application. 

§  543.10  Approval  by  members. 

After  the  Board  approves  a 
preliminary  application  for  conversion 
to  a  Federal  association,  the  applicant 
shall  promptly  proceed  to  (a)  comply 
with  all  conditions  prescribed  in  the 
approval,  (b)  obtain  the  vote  of  its 
members  which  section  5(i)  of  the  Act 
requires  and  any  such  vote  which  may 
be  required  by  laws  of  the  applicant’s 
jurisdiction,  and  (c)  comply  with  all 
other  legal  requirements.  "The  Board  may 
cancel  its  approval  of  such  a  preliminary 
application  if  the  applicant  does  not 
promptly  obtain  such  approval  of  its 
members. 

§  543.1 1  Format  application. 

(a)  Filing.  On  approval  by  its  members 
of  the  plan  of  conversion,  as  provided  in 
§  543.10,  the  applicant  may  obtain  from 
the  Board  or  any  Bank  conversion 
application  forms  which  it  shall  file  in 
duplicate  with  the  Board  through  the 
Bank  of  which  the  applicant  is  or 
proposes  to  become  a  member.  With  the 
application  shall  be  submitted  evidence 
satisfactory  to  the  Board  showing 
compliance  by  the  applicant  with  all 
conditions  imposed  by  the  Board  when 
it  approved  the  applicant’s  preliminary 
application  and,  unless  the  applicant  is 
an  insured  institution,  formal 
application  for  insurance  of  accounts. 

(b)  Issuance  of  charter.  A  formal 
application  for  conversion  will  be 
approved  only  if  the  applicant  has  been 
approved  for  Bank  membership.  When 
the  Board  approves  such  an  application 
it  will  issue  a  charter,  as  provided  in 

§  544.1  of  this  subchapter.  When  the 
charter  is  issued  and  all  relevant 
requirements  of  any  laws  providing  for 
such  conversions  are  met,  conversion  is 
completed. 

§  543.12  Organization  after  conversion. 

After  a  Federal  charter  is  issued  under 
§  543.11,  the  association’s  members 
shall,  after  due  notice,  or  upon  a  valid 
adjournment  of  a  previous  legal  meeting, 
hold  a  meeting  to  elect  directors  and 
take  all  other  action  necessary  fully  to 
effect  the  conversion  and  operate  the 
association  in  accordance  with  law  and 
these  rules  and  regulations.  Immediately 
thereafter  the  board  of  directors  shall 
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meet,  elect  officers,  and  transact  any 
other  appropriate  business. 

PART  544— CHARTER  AND  BYLAWS 

6.  Amend  §  544.1  by  revising  the 
introductory  text  of  paragraph  (a)  and 
paragraph  (b)  as  follows: 

Charter 

§544.1  Issuance  of  Charter. 

(a)  Charter  N.  Except  as  provided  in 
paragraph  (b)  of  this  section,  when  the 
Board  approves  a  petition  for  a  charter 
for  a  Federal  association  under  section 
5(a)  or  section  5(i)  of  the  Act.  it  shall 
issue  a  charter  in  the  following  form, 
known  as  Charter  N: 

Charter  N 

1.  Corporate  title.  *  *  ' 

(b)  Charter  K  (rev.).  If  expressly 
requested  in  the  Petition  for  Charter,  or 
in  the  Application  for  Conversion  to  a 
Federal  association,  the  Board  will 
issue,  in  lieu  of  Charter  N,  a  Charter  K 
(rev.).  The  form  of  Charter  K  (rev.)  is  the 
same  as  the  form  of  Charter  N,  except 
that  the  heading  states  “CHARTER  K 
(REV.)’’  instead  of  “CHARTER  N”  and. 
in  lieu  of  the  provision  in  Charter  N 
designated  “6.  Withdrawals",  the 
following  provision  is  substituted: 

6.  Withdrawals.  The  association  shall  have 
the  right  to  pay  the  withdrawal  value  of  its 
savings  accounts  at  any  time  upon 
application  therefor  and  to  pay  the  holders 
thereof  the  withdrawal  value  thereof.  Upon 
receipt  of  a  written  request  from  any  holder 
of  a  savings  account  of  the  association  for  the 
withdrawal  from  such  account  of  all  or  any 
part  of  the  withdrawal  value  thereof,  the 
association  shall  within  30  days  pay  the 
amount  requested:  Provided,  That  if  the 
association  is  unable  to  pay  all  withdrawals 
requested  at  the  end  of  30  days  from  the  date 
of  such  requests,  it  shall  then  proceed  in  the 
following  manner  while  any  withdrawal 
request  remains  unpaid  for  more  than  30 
days: 

Withdrawal  requests  shall  be  paid  in  the 
order  received  and  if  any  holder  of  a  savings 
account  or  accounts  has  requested  the 
withdrawal  of  more  than  Sl.OOO.  he  shall  be 
paid  Sl.OOO  in  order  when  reached  and  his 
withdrawal  request  shall  be  charged  with 
such  amount  as  paid  and  shall  be 
renumbered  and  placed  at  the  end  of  the  list 
of  withdrawal  requests,  and  thereafter,  upon 
again  being  reached,  shall  be  paid  a  like 
amount,  but  not  exceeding  the  withdrawal 
value  of  his  savings  account,  and  until  such 
withdrawal  request  shall  have  been  paid  in 
full,  shall  continue  to  be  so  paid,  renumbered, 
and  replaced  at  the  end  of  the  withdrawal 
requests  on  file:  Provided,  That  when  any 
such  request  is  reached  for  payment,  the 
association  shall  so  advise  the  holder  of  such 
savings  account  by  registered  mail  to  his  last 
address  as  recorded  on  the  books  of  the 


association  and.  unless  such  holder  shall 
apply  in  person  or  in  writing  for  the  payment 
of  such  withdrawal  request  within  30  days 
from  the  date  of  the  mailing  of  such  notice,  no 
payment  on  account  of  such  withdrawal 
request  shall  be  made  and  such  request  shall 
be  cancelled:  And  provided  further.  That  the 
board  of  directors  shall  have  absolute  right  to 
.pay  on  an  equitable  basis  an  amount  not 
exceeding  S200  to  any  holder  of  a  savings 
account  or  accounts  in  any  calendar  month 
and  without  regard  to  any  other  provision  of 
this  section. 

When  the  association  is  unable  to  pay  all 
withdrawal  requests  within  a  period  not 
exceeding  30  days  from  the  date  of  receipt  of 
written  request  therefor  it  shall  allot  to  the 
payment  of  such  requests  the  remainder  of 
the  association's  receipts  from  all  sources 
after  deducting  from  total  receipts 
appropriate  amounts  for  expenses,  required 
payments  on  indebtedness,  earnings 
distributable  in  cash  to  holders  of  sa\'ings 
accounts,  and  a  fund  for  general  corporate 
purposes  equivalent  to  not  more  than  20 
percent  of  the  association’s  receipts  from 
holders  of  its  savings  accounts  and  from  its 
borrowers.  Holders  of  savings  accounts  for 
which  application  for  withdrawal  has  been 
made  shall  remain  holders  of  savings 
accounts  until  paid  and  shall  not  beco.me 
creditors. 

6a.  Revise  §§  544.2  through  544.4  to 
read  as  follows: 

§  544.2  Amendment  of  charter. 

This  section  constitutes  approval  by 
the  Board  of  any  of  the  following 
amendments  to  the  charter  of  a  Federal 
mutual  association: 

(a)  Withdrawafs.  Add  the  following  as 
the  first  sentence  of  section  6,  following 
the  section  title  "Withdrawals":  “Each 
withdrawal  from  a  savings  account  shall 
be  governed  by  this  section  except  to 
the  extent  that  a  member’s  account  book 
or  other  written  evidence  of  the 
member's  savings  account  contains 
additional  requirements  in  accordance 
w'ith  regulations  made  by  the  Federal 
Home  Loan  Bank  Board." 

(b)  Reserves.  (1)  Delete  from  section 
10  the  follo\v'ing:  “If  and  whenever  the 
general  reserves  of  the  association  are 
not  equal  to  at  least  10  percent  of  its 
capital,  it  shall,  as  of  June  30  and 
Dcember  31  of  each  yea^.  credit  to  such 
reserves  an  amount  equivalent  to  at 
least  5  percent  of  its  net  earnings  for  the 

.  6  months  period,  or  such  amount  as  may 
be  required  by  the  Federal  Savings  and 
Loan  Insurance  Corporation,  whichever 
is  greater,  until  such  reserves  are  equal 
to  at  least  10  percent  of  the  association’s 
capital. 

(2)  Such  sentence  shall  be  deleted 
from  any  charter  hereafter  issued  to  a 
Federal  mutual  association. 

(c)  Member's  eligibility  to  vote. 

Revise  the  eighth,  ninth,  and  tenth 


sentences  of  section  4  to  read  as 
follows: 

The  members  who  shall  be  entitled  to  vote 
at  any  meeting  of  the  members  shall  be  those 
owning  savings  accounts  and  borrowing 
members  of  record  on  the  books  of  the 
association  at  a  date  set  by  the  board  of 
directors  not  less  than  20  days  and  not  more 
than  50  days  prior  to  the  date  of  such 
meeting.  1  he  number  of  votes  which  each 
member  shall  be  entitled  to  cast  at  any 
meeting  of  the  members  shall  be  determined 
from  the  books  of  the  association  as  of  such 
record  date.  Any  member  at  such  record  date 
who  ceases  to  be  a  member  prior  to  such 
meeting  shall  not  be  entitled  to  vote  thereat. 

(d)  Borrowing  powers.  (1)  Revise 
section  9  to  read  as  follows; 

9.  Power  to  borrow.  The  association  may 
borrow  money  in  an  aggregate  amount  not 
exceeding  one-half  of  its  capital;  the  amount 
which  may  be  borrowed  from  sources  other 
than  a  Federal  Home  Loan  Bank  or  a  State- 
chartered  central  reserve  institution  under 
§  545.24a  of  the  Rules  and  Regulations  for  the 
Federal  Savings  and  Loan  System  shall  not 
exceed  one-tenth  of  such  capital  and  an 
additional  amount  not  exceeding  one- 
twentieth  of  such  capital  through  issuance  of 
mortgage-backed  bonds  pursuant  to  §  ,563.8-2 
of  the  Rules  and  Regulations  for  Insurance  of 
Accounts  of  the  Federal  Savings  and  Loan 
Insurance  Corporation.  Notwithstanding  the 
foregoing  limitation,  the  association  may. 
with  prior  approval  by  the  Board,  borrow 
from  a  Federal  Home  Loan  Bank  or  from  any 
Federal  agency  or  instrumentality  without 
limitation,  upon  such  terms  and  conditions  as 
may  be  required  by  such  Bank  or  agency.  The 
association  may  pledge  and  otherwise 
encumber  any  of  its  assets  to  secure  its  debts. 

(e)  Members'  maximum  number  of 
votes.  Revise  the  forth  sentence  of 
section  4  to  read  as  follows:  “No 
member,  however,  shall  cast  more  than 
400  votes." 

(f)  Acceptance  of  savings  deposits. 
Add  at  the  end  of  section  3: 

Notwithstanding  and  without  regard  to  any 
other  provisions  of  this  charter,  the 
association  may  raise  capital  in  the  form  of 
such  savings  deposits  or  other  accounts  as 
are  authorized  by  regulations  may  by  the 
Board,  and  the  holders  of  such  deposits  or 
accounts,  shall,  to  such  extent  as  may  be 
provided  by  such  regulations,  be  members  of 
the  association  and  shall  have  such  voting 
rights  and  such  other  rights  as  are  thereby 
provided,  and  it  may.  to  such  extent  as  said 
Board  may  authorize  by  regulation  or  by 
other  action  authorized  by  or  under  Federal 
statute,  exercise  any  authority  to  borrow 
money,  to  give  security,  or  to  issue  notes, 
bonds,  debentures,  or  other  obligations,  or 
other  securities,  provided  by  or  under  any 
•  provision  of  Federal  statute  as  from  time  to 
time  in  effect. 

The  Board  may.  in.  its  discretion, 
include  the  provision  in  any  Charter  N 
or  Charter  K  (rev.)  hereafter  issued. 
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§  544.3  Adoption  of  charter  K  (rev.)  by  a 
charter  N  Federal  association. 

If  the  board  of  directors  of  a  Charter  N 
association  proposes  to  amend  its 
charter  to  read  m  the  form  of  Charter  K 
(rev.),  the  charter  may  be  so  amended 
by  a  majority  vote  of  members  present 
at  any  duly  called  regular  or  special 
meeting  of  members.  After  such  vote, 
the  association  shall  submit  the 
following  petition  to  the  Board  which 
will  issue  a  Charter  K  (rev.)  in  the  same 
name  and  showing  the  same  location  of 
home  office  shown  in  the  association’s 
present  charter,  unless  the  Board  when 
petitioned  approves  a  change  in  such 
name  or  location: 

Federal  Home  Loan  Bank  Board,  Washington, 
DC. 

The  undersigned,  under  §  544.3  of  the  rules 
and  regulations  for  the  Federal  Savings  and 
Loan  System,  petitions  the  Board  to  issue  to  it 
an  amended  charter  in  the  form  of  Charter  K 
(rev.),  fixing  the  name  and  home  office  of  the 
undersigned  which  its  present  charter 
prescribes. 

The  undersigned,  by  its  secretary,  hereby 
certifies  that  the  members,  at  a  meeting  duly 
called  and  held,  adopted  the  following 
resolution: 

Be  it  resolved.  That  the  present  charter  of 
this  association  be  amended  to  read  in  the 
form  of  Charter  K  (rev.)  as  prescribed  in 
§  544.1  of  the  rules  and  regulations  for  the 
F(!deral  Savings  and  Loan  System, 
prescribing  the  present  name  and  home  office 
fixed  by  the  present  charter  of  this 
association. 

In  witness  whereof,  the  Secretary  of  the 
undersigned  has  hereunto  affixed  his  hand 

and  the  seal  of  the  undersigned  this - day 

of - .19 - 


Federal  Savings  and  Loan  Association 

By - 

(Corporate  Seal] 

§  544.4  Issuance  of  charter. 

Issuance  of  a  charier  to  a  Federal 
association  constitutes  its  incorporation 
by  the  Board. 

6b.  Revise  the  introductory  text  of 
§  544.5  to  read  as  follows; 

Bylaws 

§  544.5  Prescribed  form. 

A  Federal  mutual  association  shall 
operate  under  the  following  bylaws, 
until  such  bylaws  are  amended  under 
the  procedure  therein  prescribed: 

1.  Annual  meetings  of  members.  *  *  * 

*  *  *  *  -k 

6c.  Revise  the  introductory  text  to 
§  544.6  to  read  as  follows: 

§  544.6  Amendment  to  bylaws. 

This  section  constitutes  approval  by 
the  Board  of  any  of  the  following 
amendments  to  the  bylaws  of  a  Federal 
mutual  association,  or  of  an  amendment 


repealing  a  provision  of  such  bylaws 
providing  for  a  bonus  other  than  a  bonus 
authorized  under  |  545.1-1  of  this 
chapter,  but  the  amendment  in 
paragraph  (e)  is  approved  only  if  the 
association  has  no  other  provision  in  its 
bylaws  for  payment  of  a  bonus  on  its 
savings  accounts: 

(a)  Nominating  committee.  *  *  * 
***** 

6d.  Revise  the  introductory  text  to 
§  544.6-1  as  follows: 

§  544.6-1  Preparedness  emergency 
amendments  to  bylaws. 

This  section  constitutes  approval  by 
the  Board  of  any  of  the  following 
amendments  to  the  bylaws  of  a  Federal 
mutual  association: 

(a)  Emergency  operations  by 
surviving  staff.  *  *  * 
***** 

Availability  of  Documents 

6e.  Revise  the  introductory  text  to 
§  544.7  as  follows: 

§  544.7  In  association  offices. 

A  Federal  association  shall  make 
available  to  its  members  at  all  times  in 
its  offices  a  true  copy  of  its  charter  and 
bylaws,  including  any  amendments,  and 
shall  deliver  such  a  copy  to  any  member 
on  request. 

6f.  Delete  §  544.8  in  its  entirety. 

§  544.8  (Deleted,  effective  August  3, 
1979). 

PART  545— OPERATIONS 

-  7.  Revise  §  §  545.1-545.4-1  to  read  as 
follows: 

Savings  Accounts 
§545.1  Savings  accounts. 

(a)  General.  A  Federal  mutual 
association  may  raise  capital  through 
payments  on  its  savings  accounts  in 
cash  or  in  property  in  which  the 
association  may  invest.  The  value  of 
such  property,  absent  fraud,  shall  be  as 
the  association's  board  of  directors 
determines. 

(b)  Membership  fee.  Except  as 
expressly  permitted  by  §  545.4  or 
paragraph  (c)  of  this  section,  no  Federal 
association  shall  directly  or  indirectly 
charge  any  fee  for  becoming,  remaining, 
or  ceasing  to  be  a  holder  of  an  account 
therein, 

(c)  Service  charge.  A  Federal 
association  may  charge  one  dollar 
($1.00)  in  any  calendar  year  against  a 
savings  account  if,  when  the  charge  is 
made: 

(1)  The  association  is  not  required  to 
distribute  earnings  on  the  account: 


(2)  No  payment  has  been  made  and  no 
earnings  have  been  distributed  on  the 
account  for  36  months  preceding  the 
date  of  the  charge:  and 

(3)  Thirty  days  before  making  the  first 
charge  the  association  mailed  to  the 
holder  of  the  account,  at  the 
accountholder’s  last  known  address,  a 
notice  that  service  charges  will  be  made 
under  this  paragraph  (c). 

§  545.1-1  Rates  of  return  on  savings 
accounts. 

(a)  Regular  and  various  accounts.  The 
board  of  directors  of  a  Federal  mutual 
association,  having  determined  the  rate 
at  which  earnings  will  be  distributed  on 
its  regular  savings  accounts  for  a 
distribution  period  (the  regular  rate) 
may  provide  for  distribution  as  follows: 

(1)  Lower  rates.  At  a  rate(s)  lower 
than  the  regular  rate  on  any  designated 
class(es)  of  account;  or 

(2)  Higher  rates.  At  a  rate  higher  than 
the  regular  rate,  but  within  the 
maximum  rate  for  regular  accounts 
prescribed  in  Part  526  of  this  chapter,  on 
accounts  evidenced  by  an  account  book 
and  maintained  at  $1,000  or  more  for  a 
continuous  period  of  at  least  12  months; 
or 

(3)  Split  rates.  At  a  rate(s)  higher  than 
the  regular  rate,  but  within  the 
maximum  prescribed  rate  for  regular 
accounts,  on  the  balance  of  an  account 
which  exceeds  a  minimum  balance(s) 
fixed  by  the  board  of  directors,  if: 

(i)  the  lowest  minimum  so  fixed  is  at 
least  $200;  and 

(ii)  the  account  is  evidenced  by  a 
certificate,  in  an  account  book  or  printed 
as  a  separate  document,  which  is  in  a 
form  prescribed  under  §  545.2(b)  and 
bears  on  its  face  the  words: 

Earnings  are  distributable  on  this  account 
as  determined  by  the  board  of  directors  of  the 
association  subject  to  §  545.1-1  of  the  rules 
and  regulations  for  the  Federal  Savings  and 
Loan  System. 

(b)  Fixed  balance  bonus  account.  The 
board  of  directors  of  a  Federal 
association  which  has  adopted  the 
bylaw  in  §  544.6(e)  of  this  subchapter 
may  determine  that,  in  addition  to 
earnings  distributed  on  savings 
accounts,  the  association  will  distribute 
a  bonus  on  accounts  of  a  minimum 
amount  (at  least  $1,000)  maintained  for  a 
minimum  qualifying  period  (at  least  3 
months  but  not  more  than  36  months),  as 
follows; 

(1)  Each  such  account  shall  be 
evidenced  by  a  certificate  issued  in  the 
amount  originally  inve.sted  in  the 
account: 

(2)  Each  such  certificate,  whether  in 
an  account  book  or  a  separate 
document,  shall  be  in  a  form  prescribed 


Federal  Register  /  Vol.  44,  No.  129  /  Tuesday,  July  3,  1979  /  Rules  and  Regulations 


39115 


under  §  545.2(b)  and  state  on  its  face:  “A 
bonus  is  distributable  on  the  amount  of 
this  certificate,  as  provided  in,  and 
subject  to  §  545.1-l(b)  of  the  rules  and 
regulations  for  the  Federal  Savings  and 
Loan  System,  for  which  purpose  the 
beginning  of  the  qualifying  period  of 
- months  is - (Date) 


(3)  Earnings  other  than  the  bonus  shall 
be  paid  to  the  account  holder  in  cash  or 
credited  to  the  bonus  account  or  another 
account  on  regular  distribution  dates, 
and  after  expiration  of  the  qualifying 
period,  the  bonus  shall  be  likewise 
distributed. 

(4)  For  any  such  bonus  account 
issued,  extended,  or  renewed  after  June 
30, 1979,  a  member  shall  impose  the 
following  conditions  on  any  withdrawal 
before  the  end  of  the  term  or  qualifying 
period: 

(i)  if  the  term  or  qualifying  period  is 
one  year  or  less,  the  account  holder 
shall  pay  a  penalty  on  the  amount 
withdrawn  of  at  least  90  days  (3  months) 
earnings  on  the  account.  If  the  amount 
withdrawn  has  remained  on  deposit  for 
3  months  or  less,  all  earnings  shall  be 
forfeited. 

(ii)  if  the  term  or  qualifying  period  is 
more  than  one  year,  the  account  holder 
shall  pay  a  penalty  on  the  amount 
withdrawn  of  at  least  180  days  (6 
months)  earnings  on  the  account.  If  the 
amount  withdrawn  has  remained  on 
deposit  for  6  months  or  less,  all  earnings 
shall  be  forfeited. 

(iii^  if  any  earnings  have  been 
distributed  to  the  account  holder  prior  to 
such  withdrawal,  a  deduction  shall  be 
made  from  the  amount  withdrawn  to 
adjust  for  the  penalty  applicable  to  such 
earnings. 

(5)  Until  the  qualifying  period  expires, 
a  reserve  for  the  bonus  shall  be 
maintained  and  appropriate  credits  and 
debits  shall  be  made  to  such  reserve  on 
regular  distribution  dates. 

(6)  The  bonus  rate  shall  not  exceed 
0.75  percent  per  year,  and  the  sum  of  the 
bonus  rate  and  other  earnings  on  the 
bonus  account  shall  not  exceed  the 
applicable  maximum  rate  on  certificate 
accounts  under  Part  526  of  this  chapter. 
For  any  distribution  period  when  such 
sum  would  exceed  such  maximum  rate, 
the  bonus  rate  shall,  in  accordance  with 
paragraph  (b)(8)(iii)  of  this  section,  be 
reduced  to  such  maximum. 

(7)  The  association  may  offer  more 
than  one  bonus  plan  under  this 
paragraph  but.  whenever  its  board  of 
directors  determines  to  offer  such  a 
plan,  any  member  whose  savings 
account  balance  on  the  date  of  such 
determination  equals  the  minimum 
required  for  such  plan  may  exchange  all 


or  any  qualified  part  of  such  account  for 
bonus  certificates  dated  the  date  of 
exchange.  The  board  of  directors  shall 
by  resolution  determine  a  reasonable 
period,  at  least  3  months  from  the  date 
the  member  is  given  notice  of  the  plan, 
during  which  the  exchange  must  be 
made.  Such  notice  shall  state  the  plan  in 
writing  and  be  given  within  30  days 
after  the  effective  date  of  the  plan’s 
adoption,  as  provided  in  paragraph  (h) 
of  this  section. 

(8)  The  association’s  board  of 
directors  may  by  resolution: 

(i)  Fix  a  uniform  maximum  dollar 
amount  which  any  accountholder  may 
hold  under  this  paragraph  (b); 

(ii)  Discontinue  issuing  certificates 
under  this  paragraph  (b)  except  for 
exchanges  under  paragraph  (b)(7): 

(iii)  Reduce  the  rate  or  discontinue 
distribution  of  any  bonus  on  outstanding 
certificates  issued  under  this  paragraph 

(b)  by  giving  at  least  30  days’  written 
notice,  mailed  to  all  holders  of  such 
certificates,  but  such  reduction  or 
discontinuation  shall  not  be  effective  for 
any  certificate  until  after  a  bonus  is  next 
distributable  on  the  certificate;  and 

(iv)  Determine  that  existing  bonus 
accounts  adopted  under  this  section 
shall  receive  the  return  provided  by  a 
higher-rate  bonus  plan  adopted  under 
this  paragraph  (b),  from  the  date  the 
higher-rate  plan  was  adopted,  if  the 
existing  accounts  meet  the  minimum 
amount  requirement  of  the  higher-rate 
plan. 

(9)  No  bonus  shall  be  distributed 
under  this  paragraph  (b)  on  any  savings 
account  receiving  another  bonus  or 
earning  a  rate  higher  than  the  regular 
rate. 

(c)  48-to-96  month  bonus  account.  A 
Federal  association’s  board  of  directors 
may,  and  if  the  association’s  bylaws 
were  amended  under  §  544.6(f)  of  this 
chapter  shall,  resolve  to  pay  a  bonus  on 
regular  accounts,  as  follows: 

(1)  When  the  account  is  opened,  the 
accountholder  shall  sign  a  statement  of 
intention  to  make  regular  monthly 
payments  of  a  specified  amount  on  the 
account  and  shall  make  the  first 
monthly  payment; 

(2)  No  monthly  payment  shall  be  more 
than  90  days  late; 

'  (3)  No  withdrawals  shall  be  made 
from  the  account; 

(4)  The  bonus  rate  shall  not  exceed  1 
percent  per  year; 

(5)  A  reduction  of  the  bonus  rate  may 
not  apply  to  accounts  opened  before  the 
effective  date  of  reduction: 

(6)  An  increased  bonus  rate  shall 
apply  from  the  effective  date  of  increase 
to  all  accounts  qualifying  under  this 
paragraph  (c); 


(7)  A  change  in  the  bonus  rate  shall 
become  effective  at  the  beginning  of  a 
future  distribution  date; 

(8)  A  bonus  rate  shall  not  be  fixed 
which  would  cause  total  earnings  on  the 
account  to  exceed  then  current 
maximum  prescribed  rates; 

(9)  If  necessary,  the  bonus  shall  be 
reduced  so  that  total  earnings  do  not 
exceed  the  prescribed  maximum  rate; 

(10)  The  bonus  shall  be  earned  at  one- 
half  the  bonus  rate  for  distribution 
periods  beginning  during  the  48-month 
period  following  opening  of  the  account, 
and  the  bonus  shall  be  credited  to  the 
account  at  the  end  of  each  distribution 
period  during  such  period  except  the 
distribution  periods  beginning  during  the 
first  12  months  of  such  period: 

(11)  The  bonus  shall  only  be  earned 
and  distributed  at  the  bonus  rate  for 
distribution  periods  beginning  at  least  48 
months  but  not  over  96  months  from  the 
date  the  account  was  opened; 

(12)  The  bonus  may  not  be  earned  on 
an  account  earning  another  bonus; 

(13)  No  payment  on  the  account  shall 
be  accepted  more  than  90  days  early: 

(14)  The  board  of  directors  may,  by 
resolution: 

(i)  Determine  not  to  accept  new 
accounts  under  the  bonus  plan,  if  the 
association’s  bylaws  have  not  been 
amended  under  §  544.6(f),  and 

(ii)  Fix  a  minimum  or  maximum 
amount  for  regular  monthly  payments; 

(15)  Each  accountholder  shall  be  given 
a  certificate,  in  an  account  book  or 
printed  as  a  separate  document,  stating: 

This  certifies  that - (name  of 

member)  holds  a  48-to-96  Month  Bonus 
Account  subject  to  the  provisions  of  §  545.1- 
1(c)  of  the  rules  and  regulations  for  the 
Federal  Savings  and  Loan  System. 

(d)  Existing  bonus  rights.  A  Federal 
association  which,  before  January  15. 
1968,  had  outstanding  bonus 
agreements,  shall  honor  those 
agreements,  but  all  new  bonus  plans 
must  be  adopted  under  paragraph  (b)  or 
paragraph  (c)  of  this  section. 

(e)  Notice  accounts.  If  a  Federal 
association’s  charter  has  been  amended 
under  paragraph  (a)  or  paragraph  (f)  of 
§  544.  2  of  this  subchapter,  its  board  of 
directors  may,  by  resolution,  authorize 
issuance  of  accounts  receiving  a  rate  of 
return  more  than  the  regular  rate  but  not 
exceeding  the  maximum  rate  prescribed 
for  notice  accounts  in  Part  526  of  this 
chapter.  Each  such  account  shall  be 
evidenced  by  a  notice  account  book 
containing  a  requirement  that  the 
accountholder  give  the  association 
written  notice  at  least  90  days  before 
any  withdrawal  from  the  account  except 
as  the  association  otherwise  permits 
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under  this  paragraph  (e).  The 
association  may  permit  an 
accountholder  whose  funds  have 
remained  in  the  account  at  least  90  days 
to  withdraw  such  funds  without  prior 
notice  on  a  regular  distribution  date  or 
10  days  thereafter;  if  funds  which  have 
remained  in  the  account  at  least  90  days 
are  withdrawn  at  any  other  time  before 
expiration  of  the  notice  period,  the 
accountholder  shall  not  receive  earnings 
on  the  amount  withdrawn  for  the  period 
since  the  last  regular  distribution  date. 

(f)  Certificate  accounts.  A  Federal 
association's  board  of  directors  may 
authorize  a  certificate  account  to  receive 
a  rate  of  return  higher  than  the  regular 
rate  but  not  exceeding  the  applicable 
maximum  rate  of  return  prescribed  for 
certificate  accounts  in  Part  526  of  this 
chapter.  Such  account  shall  be 
maintained  at  not  less  than  the 
applicable  minimum  amount  required  by 
that  Part  for  a  continuous  period, 
determined  by  the  association,  of  at 
least  (1)  90  days  or  (2)  30  days  for  a 
public  unit  account  as  defined  in 
§  526.1(m)  or  an  account  of  $100,000 
($50,000  if  the  association's  home  office 
is  in  Puerto  Rico)  or  more,  but  not  more 
than  10  years,  commencing  on  the  date 
of  the  certificate.  The  certificate  shall  be 
in  a  form  determined  by  the 
association's  board  of  directors,  set 
forth  in  the  board's  minutes,  together 
with  the  date  after  which,  and  the  class 
of  savings  for  which,  the  form  will  be 
used.  Unless  the  Federal  Savings  and 
Loan  Insurance  Corporation  has  already 
approved  the  form,  the  association  shall 

(i)  obtain,  and  retain  while  using  the 
form,  a  written  opinion  by  its  counsel 
that  the  form  complies  with 
requirements  of  applicable  law  and 
regulations  and  the  association's  charter 
and  (ii)  submit  a  copy  of  the  form  and 
the  opinion  to  the  Corporation.  The 
certificate  shall  provide  for  disclosure  as 
required  in  §  545.2(c)  and  penalties  for 
early  withdrawal  prescribed  in 
§  545.4(a).  Any  part  of  a  savings  account 
meeting  the  amount  requirement 
prescribed  by  the  association  under  this 
paragraph  may,  at  the  holder's  request, 
be  exchanged  for  one  or  more 
certificates,  and  the  association  may,  at 
the  time  of  such  exchange  or  on  the  next 
regular  distribution  date,  distribute  any 
undistributed  earnings  and  any 
applicable  bonus  on  the  savings 
account,  or  part  thereof,  so  exchanged. 

(g)  Exclusion.  Paragraphs  (a),  (e),  and 

(f)  of  this  section  shall  not  apply  to 
accounts  earning  a  bonus. 

(h)  Notice.  A  Federal  association 
which  determines  to  distribute  earnings 
under  paragraphs  (a),  (b),  (e),  or  (f)  of 
this  section  shall,  within  30  days  after 


such  determination,  give  notice  by  at 
least  one  of  the  following  means: 

(1)  Mailing  postage  prepaid  to  each 
member  having,  at  the  time  of  the 
determination,  a  savings  account  with 
the  required  balance  at  the  member's 
last  address  appearing  on  the 
association's  books; 

(2)  Posting  in  a  conspicuous  place  in 
each  of  the  association's  offices,  as  long 
as  the  plan  is  offered;  or 

(3)  Publishing  in  a  newspaper  printed 
in  the  English  language  and  of  general 
circulation  in  the  city  or  county  in  which 
each  of  the  association's  offices  is 
located. 

§  545.1-2  Savings  deposits. 

(a)  General.  A  Federal  association 
which  has  amended  its  charter  under 
§  544.2(f)  of  this  subchapter  (a  deposit 
association)  shall  raise  capital  in  the 
form  of  savings  deposits  authorized  by 
this  section,  except  that  savings 
accounts  existing  in  such  association 
when  it  becomes  a  deposit  association 
shall  continue  until  exchanged  for  such 
savings  deposits.  Such  exchanges  shall 
be  made  as  the  Board  may  prescribe. 

(b)  Characteristics  of  savings  deposits 
and  status  of  holders.  Such  savings 
deposits  shall  have  the  same 
characteristics  as  savings  accounts 
accepted  under  the  association's  charter 
other  than  §  544.2(f),  and  holders  of  such 
savings  deposits  shall  be  members  of 
the  association  with  voting  rights  as  if 
they  were  holders  of  such  savings 
accounts. 

(c)  Priority  of  savings  deposits. 

Savings  deposits  shall,  to  the  extent  of 
their  withdrawal  value,  be  debts  of  the 
association  with  the  same  priority  as 
debts  of  general  creditors  who  have  no 
priority,  other  than  from  consensual 
subordination,  over  other  general 
creditors.  Savings  deposits  shall  have 
the  same  right  to  share  in  the  remaining 
assets  of  the  association  that  savings 
accounts  would  have.  Any  savings 
account  in  the  association  which  is  not  a 
savings  deposit  shall  have  the  same 
priority  as  a  savings  deposit. 

(d)  .Acceptance  of  share  accounts  by 
deposit  associations.  If  authorized  by  a 
resolution  of  its  board  of  directors 
approved  by  the  Board,  a  deposit 
association  may  raise  capital  in  the  form 
of  share  accounts  which  it  could  have 
offered  if  it  had  not  become  a  deposit 
association,  but  only  if  it  does  not 
accept  savings  deposits  while  the 
resolution  is  in  effect. 

(e)  Reference  in  charter,  bylaws,  or 
regulations.  The  words  "savings 
accounts  representing  share  interests  in 
the  association"  in  §  545.24,  and  all 
references  in  this  subchapter  and  in  the 


association's  charter  and  bylaws  to 
savings  accounts,  and  to  owners, 
holders,  or  holders  of  record  of  savings 
accounts  shall  likewise  apply  to  savings 
deposits,  except  that  (1)  such  references 
in  this  section  or  §  549.5-1  and  (2) 
section  3(6)  of  the  charter  and  the  words 
“shall  not  becoihe  creditors"  in  section  6 
of  the  charter  shall  not  so  apply. 
References  in  §  548.4  to  share  accounts 
and  to  repurchase  shall  also  apply 
respectively  to  savings  deposits  and  to 
withdrawal  from  savings  deposits. 

(f)  Application  of  certain  matters  to 
savings  deposits.  Any  action  taken  by 
the  association  or  its  board  of  directors 
which,  if  the  association  had  not 
become  a  deposit  association,  would 
have  applied  to  savings  accounts 
opened  after  the  date  the  association 
became  a  deposit  association,  shall 
likewise  apply  to  savings  deposits. 

(g)  Forms  of  certificate.  A  deposit 
association  may  use  for  savings  deposits 
forms  of  certificates  authorized  for 
corresponding  savings  accounts,  and 
shall  use  forms  for  savings  deposits 
required  for  corresponding  savings 
accounts,  of  non-deposit  associations. 
However,  forms  used  for  savings 
deposits  shall  be  modified  to  (1)  refer  to 
the  savings  deposit  as  a  savings  deposit 
and  (2)  eliminate  any  language 
characterizing  such  account  as 
representing  share  interests, 

(h)  Reporting  requirements.  In  reports 
required  by  the  Board,  deposit 
associations  may  include  savings 
deposits  in  any  category  in  which 
savings  accounts  are  included. 

§  545.1-3  Fixed-term  savings  deposits. 

(a)  General.  In  addition  to  savings 
deposits  authorized  by  §  545.1-2,  a 
deposit  association  may  accept  savings 
'deposits  for  fixed  periods  of  time  and 
fixed  rates  of  interest.  Such  savings 
deposits  shall  have  the  same  priority, 
and  depositors  therein  shall  have  the 
status  and  rights,  as  if  the  savings 
deposits  were  accepted  under  §  545.1-2. 

(b)  Payment  of  interest.  Interest  on 
savings  deposits  authorized  by  this 
section  shall  be  paid  at  the  rate  fixed  by 
the  association  before  the  deposit  was 
accepted  and  in  accordance  with  §  545.3 
of  this  subchapter,  subject  to  Part  526  of 
this  chapter.  The  term  of  such  savings 
deposits  shall  be  at  least  (i)  90  days  or 
(ii)  30  days  for  a  public  unit  account 
defined  in  §  526.1(m)  or  an  account  of 
$100,000  ($50,000  if  the  association's 
home  office  is  in  Puerto  Rico)  or  more, 
but  not  more  than  10  years.  Such  savings 
deposits  may  provide  for  renewal,  at  the 
association's  option,  for  successive 
periods  not  exceeding  10  years  from 
each  renewal. 
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(c)  Limitations.  In  accepting  savings 
deposits  under  this  section,  the 
association  shall  not: 

(1)  Provide  for  any  forfeiture,  other 
than  loss  of  interest,  for  breach  of 
condition  by  a  depositor; 

(2)  Issue  any  negotiable  form  of 
certificate  evidencing  a  savings  deposit: 
or 

(3)  Issue  any  form  evidencing  a  fixed- 
term  savings  deposit  unless  the 
association  has  (i)  obtained,  and  retains 
while  using  the  form,  a  written  opinion 
by  its  legal  counsel  that  the  form 
complies  with  the  requirements  of 
applicable  law  and  regulations  and  the 
association's  charter  and  (ii)  submitted 
a  copy  of  the  form  and  legal  opinion  to 
the  Federal  Savings  and  Loan  Insurance 
Corporation.  However,  no  legal  opinion 
is  required  if  the  Corporation  has 
already  approved  the  form  for  use  by 
Federal  associations. 

(dj  Form  of  certificate.  Fixed-term 
savings  deposit  certificates  may  be  in  an 
account  book  or  separate  documents 
and  shall  be  in  a  form  determined  by  the 
association's  board  of  directors,  but  they 
shall  provide  for  disclosure  as  required 
in  §  545.2(c)  and  penalties  for  early 
withdrawal  prescribed  in  §  545.4(a). 

§  545.1-4  Marketable  certificates  of 
deposit. 

(a)  General.  A  Federal  deposit 
association  may  accept  savings  deposits 
for  fixed  terms  and  fixed  returns 
evidenced  by  certificates  of  deposit  in 
conformity  with  this  section.  The 
association  may  authorize  a  commercial 
bank  insured  by  the  Federal  Deposit 
Insurance  Corporation  to  prepare,  sign, 
and  deliver  the  certificates  and  collect 
and  transmit  funds  obtained  in 
connection  therewith,  but  banks  so 
authorized  are  not  “agents"  or 
“agencies"  for  purposes  of  §§  545.15, 
556.6,  and  563.25  of  this  chapter.  The 
association  may  provide  for  issuance  of 
duplicate  certificates,  bond,  security, 
and  other  protection  in  connection  with 
such  issuance.  Savings  deposits 
authorized  by  this  section  are  included 
in  the  term  "such  savings  deposits"  in 

§  545.1-2(b)  of  this  subchapter. 
Provisions  of  the  association's  charter, 
other  than  that  adopted  under  §  544.2(f), 
shall  not  be  applicable  to  such  savings 
deposits  or  such  certificates. 

(b)  Return.  The  return  shall  be  in  the 
form  of  interest  and/or  discount,  and 
fixed  when  the  certificate  is  issued.  The 
return  shall  conform  to  Part  526  of  this 
chapter. 

(c)  Terms.  (1)  The  certificate  shall 
have  a  single  fixed  term  not  less  than  30 
days  or  more  than  ten  years,  beginning 
the  day  after  the  certificate  is  issued  and 


ending  on  the  day  it  is  payable.  No 
savings  deposit  shall  be  accepted,  or 
certificate  issued,  under  this  section 
with  any  contract  or  agreement  to 
extend  or  renew  it.  Whenever  used  in 
this  section,  except  in  the  first  sentence 
of  this  paragraph  (1),  the  term  “issue" 
and  its  variations  include  reissue,  unless 
the  context  otherwise  requires. 

(2)  Certificates  may  be.  but  need  not 
be,  in  one  or  more  series.  Interest  may 
be,  but  need  not  be,  evidenced  in  whole 
or  in  part  by  coupons. 

(d)  Limitations.  (1)  The  certificate 
shall  not  have  a  face  amount  (inclusive 
of  discount,  whether  or  not  arrived  at 
partly  or  wholly  by  add-on  calculation) 
of  less  than  $100,000  ($50,000  if  the 
association's  home  office  is  in  Puerto 
Rico),  and  it  shall  not,  by  its  terms  or 
otherwise,  (i)  be  subject  to  redemption, 
repurchase,  or  acceleration  by  the 
association;  (ii)  permit  the  certificate 
amount  to  be  increased  by  payment  on 
or  transfer  to  the  certificate:  (iii)  permit 
principal  to  be  withdrawn  or  transferred 
from  the  certificate  or  the  deposit  it 
evidences,  before  the  certificate  expires: 
or  (iv)  permit  extension  or  renewal  of 
the  certificate. 

(2)  Compounding  of  interest  or  other 
return  on  the  certificate  does  not  violate 
paragarph  (l)(ii)  and  (iii),  and  certificate 
silent  as  to  extension  and  renewal  does 
not  violate  paragraph  (l)(iv). 

(e)  Required  provisions.  The 
certificate  shall  include  in  its  provisions 
the  following: 

(1)  The  certificate's  face  amount  and 
date: 

(2)  The  date  payable,  either  expressed 
as  a  date  or  as  payable  a  specified 
period  after  a  specified  date: 

(3)  To  the  extent  that  interest  is  not 
represented  by  discount  or  evidence  by 
a  coupon(s),  the  rate  of  interest  and  the 
date(s),  or  the  frequency,  of  payment  of 
interest: 

(4)  A  statement  that  no  interest  shall 
accure  on  or  be  credited  to  the 
certificate  for  any  time  after  the  fixed 
term  expires;  and 

(5)  If  the  holder  of  the  certificate  has 
membership  and  voting  rights,  a 
provision  in  accordance  with  paragraph 
(h)  of  this  section. 

(f)  Forms.  (1)  The  certificate  shall  be 
written  in  a  form  that  (i)  would  be  a 
negotiable  instrument  (other  than  a  draft 
or  check)  under  Article  3  of  the  1972 
Official  Text  of  the  Uniform  Commercial 
Code  ("the  Uniform  Commercial  Code") 
or  (ii)  would  be  so  except  that  it  is  not 
“payable  to  order  or  to  bearer'-  as 
specified  in  section  3-104  of  Article  3 
but  is  issued  in  “registered  form"  (a  form 
which  is  registered  form  under  section 
8-102  of  the  Uniform  Commercial  Code 


or  would  be  such  except  that  any  part  of 
interest  thereon  is  not  in  such  registered 
form).  The  certificate  shall  not  be 
incorporated  in  a  passbook,  if  it  is 
offered  or  described  as  a  negotiable 
instrument,  it  must  be  such  under  the 
law  of  the  State  or  other  jurisdiction  in 
which  the  home  office  of  the  Federal 
association  is  located. 

(2)  Notwithstanding  any  other 
requirement  of  paragraph  (f)(1)  or  any 
other  provision  of  this  section,  the 
certificate  may  be  interchangeable  as 
between  denominations  or  any  of  the 
forms  permitted  by  paragraph  (f)(1):  it 
may  refer  to  such  interchangeability  and 
include  anything  that  this  Part  or  other 
applicable  regulation  or  statute 
expressly  permits  or  requires  to  be 
included. 

(3)  Subject  to  other  provisions  of  this 
section,  the  board  of  directors  shall 
determine  the  form  of  the  certificate. 

(g)  Transfer  or  withdrawal.  A  savings 
deposit  accepted  under  this  section  shall 
not  be  subject  to  check  or  to  withdrawal 
or  transfer  on  negotiable  or  transferable 
order  or  authorization  to  the  association, 
but  indorsement  on  the  certificate  itself 
(including  an  allonge)  is  permitted  so  far 
as  it  relates  to  the  certificate  or  part 
thereof. 

(h)  Voting  and  membership.  Holders 
of  such  savings  deposits  and  certificates 
are  voting  members  of  the  association, 
only  as  follows;  if  the  certificate  is 
orginially  issued  in  “registered  form"  (as 
the  term  is  used  in  paragraph  (f)(1))  and 
cannot  be  changed  into  non-registered 
form,  and  if  the  certificate  provides  that 
the  association's  charter  provisions 
regarding  membership  and  voting  apply 
to  the  certificate,  the  term  “savings 
accounts"  as  used  in  charter  provision 
number  4  shall  include  such  certificate. 

(i)  Filing.  Before  issuing  a  certificate 
under  this  section,  an  association  shall 
file  with  the  Federal  Savings  and  Loan 
Insurance  Corporation  a  copy  of  the 
certificate  form,  with  an  opinion  of  its 
counsel  that  the  form  complies  with 
applicable  law  and  regulations  and  the 
association's  charter  and,  if  the 
certificate  is  offered  or  described  as  a 
negotiable  instrument,  that  it  is  a 
negotiable  instrument  under  the  laws  of 
the  State  or  other  jurisdiction  in  which 
the  association's  home  office  is  located. 
Filing  shall  be  made  by  delivering  a 
copy  of  the  fo/m  and  opinion  to  a 
Supervisory  Agent  and  a  copy  to  the 
Director,  Office  of  Industry 
Development,  1700  G  Street,  NW., 
Washington.  D.C.  20552.  The  Director  or. 
in  the  Director's  absence,  the  Deputy 
Director,  shall  with  the  concurrence  of 
the  General  Counsel,  or  in  the  General 
Counsel's  absence  the  Deputy  General 
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Counsel,  approve  or  disapprove  the 
form,  or  refer  it  to  the  Board  for  action. 
The  association  shall  not  issue 
certificates  in  such  form  until  30  days 
after  filing  or  until  it  receives  written 
notice  that  the  Federal  Savings  and 
Loan  Insurance  Corporation  has  no 
objection  to  the  form.  However,  the 
association  may  issue  a  certificate 
previously  approved  by  the  Corporation 
for  use  by  Federal  associations  after  it 
has  submitted  a  copy  of  it,  with  the 
prescribed  opinion  of  legal  counsel,  to  a 
Supervisory  Agent  and  to  the  Director, 
Office  of  Industry  Development.  The 
association  shall  not  issue,  or  continue 
to  issue,  under  this  section,  any  form  of 
certificate  which  it  knows  or  should 
know  has  been  disapproved  by  the 
Corporation. 

(j)  Relationship  to  other  provisions. 

(1)  Paragraphs  (a),  (b),  (d),  and  (e)  of 
§  545.2,  paragraph  (c)  of  §  545.4.  §  545.4- 
1,  and  §  545.4-2  do  not  apply  to  savings 
deposits  accepted  under  this  section. 

(2)  Section  545.1(c)  applies  to  savings 
deposits  accepted  under  this  section, 
except  that  the  period  described  in 
paragraph  (c)(2)  begins  on  the  date  the 
term  of  the  deposit  expires. 

(3)  Section  545.7  applies  to  savings 
deposits  accepted  under  this  section, 
and  the  “withdrawal  amount”  of  such 
deposits  includes  any  discount 
accumulated  on  the  deposit,  plus  any 
accrued  and  unpaid  interest  on  the 
deposit.  The  term  “redemption, 
repurchase,  or  acceleration  by  the 
association”  as  used  in  paragraph 
(d)(l)(i)  of  this  section  shall  not  include 
setoff,  counterclaim,  or  recoupment,  or 
realization  by  foreclosure  of  otherwise 
upon  a  lien  or  pledge  held  by  the 
association  or  payment  by  the 
association  of  surplus  remaining  upon 
such  realization. 

(4)  A  Federal  association  may  accept 
concurrently  savings  deposits  under 
§§  545.1-2,  545.1-3,  and  this  section. 

(5)  A  Federal  association  may  not 
require  advance  notice  for  withdrawal 
from  a  savings  deposit  accepted  under 
this  section. 

§  545.2  Evidence  of  account. 

(a)  Signature  card.  When  a  Federal 
association  issues  a  savings  account,  it 
shall  obtain  and  preserve  in  its  records 
a  card  containing  the  signature  of  the 
owner,  or  an  authorized  representative 
of  the  owner. 

(b)  Forms  of  certificates  and  account 
books.  A  Federal  association  shall  issue 
to  each  holder  of  its  savings  accounts  an 
account  book,  or  a  separate  certificate, 
evidencing  ownership  of  the  account 
and  the  interest  of  the  holder  thereof  in 
the  association.  Except  for  certificates 


evidencing  fixed-term  savings  deposits, 
and  certificates  evidencing  savings 
accounts  accepted  under  §  545.1-1  (f). 
each  such  certificate  shall  be  in  a  form 
prescribed  by  the  Board.  Prescribed 
forms' may  be  obtained  from  the  Board 
or  a  Bank. 

(c)  Disclosure.  Each  certificate 
evidencing  a  fixed-term  savings  deposit 
authorized  under  §  545.1-3  or  a 
certificate  account  authorized  under 

§  545.1-l(f),  whether  incorporated  in  an 
account  book  or  printed  as  a  separate 
certificate,  shall  display  in  easily  read 
type: 

(1)  The  anticipated  or  stated  rate  of 
return  to  be  paid  and  the  dates  or 
frequency  at  which  such  return  is 
distributable; 

(2)  The  amount  of  the  certificate  and 
the  date  on  which  it  is  issued; 

(3)  The  minimum  term  (or,  for  a 
savings  deposit,  the  term)  and  minimum 
balance; 

(4)  The  penalty  or  penalties  imposed 
under  §  545.4  for  withdrawal  prior  to 
expiration  of  the  term; 

(5)  Any  provisions  relating  to  renewal 
when  the  term  expires; 

(6)  Any  provision  relating  to  earnings 
after  expiration  of  the  term  or  any 
renewal  period;  and 

(7)  For  fixed-term  savings  deposits,  a 
provision  converting  the  deposit  at  the 
expiration  of  the  term  or  renewal,  or 
whenever  the  minimum  balance  may 
cease  to  be  met.  to  a  regular  savings 
deposit. 

(d)  Ownership  of  record.  A  Federal 
association  may  treat  the  holder  of 
record  of  a  savings  account  as  the 
owner,  regardless  of  any  notice  to  the 
contrary,  unless  the  association  has 
acknowledged  in  writing  notice  that  the 
account  is  pledged.  The  savings 
accountholder’s  receipt  is  sufficient  to 
discharge  the  association  for  any 
payment  to  such  person  on  the  account. 
Savings  accounts  of  a  Federal 
association  shall  be  transferable  only  on 
the  association's  books  and  on  proper 
application  by  the  transferee  and 
acceptance  of  the  transferee  as  a 
member  on  terms  approved  by  the  board 
of  directors. 

(e)  Duplicate  account  books  and 
certificates.  When  the  holder  of  record 
of  a  savings  account  in  a  Federal 
association,  or  the  legal  representative 
of  the  holder,  files  an  affidavit  with  the 
association  that  the  certificate  or 
account  book  evidencing  the  account 
was  lost  or  destroyed,  and  that  no  part 
of  the  certificate  or  account  book  has 
been  pledged  or  assigned,  the 
association  shall  issue  a  new  certificate 
or  account  book  in  the  name  of  the 
holder  of  record.  However,  the 


association's  board  of  directors  may 
require  a  bond  sufficient  to  indemnify 
the  association  against  any  loss  which 
might  result  from  issuance  of  the  new 
certificate  or  account  book. 

^  545.3  Time  and  manner  of  distribution. 

(a)  Monthly,  quarterly,  semiannually. 

A  Federal  association  may  distribute 
earnings  on  savings  accounts  or  savings 
deposits,  or  designated  classes  thereof, 
as  provided  in  its  charter  or,  by 
resolution  of  its  board  of  directors  and 
while  the  resolution  is  in  force,  either 
monthly,  quarterly,  or  semiannually  on 
the  last  day  or  last  business  day  of  the 
month.  Except  for  interest  on  savings 
deposits,  no  distribution  of  earnings  may 
be  made  under  this  paragraph  until 
provision  has  been  made  for  payment  of 
expenses  and  for  the  pro  rata  portion  of 
credits  to  reserves  required  by  the 
association’s  charter  and  by  Part  563  of 
this  chapter. 

(b)  Fixed-term  savings  deposits  and 
certificate  accounts.  A  Federal 
association  shall,  as  determined  by  its 
board  of  directors,  pay  interest  on  fixed- 
term  savings  deposits,  or  designated 
classes  thereof,  or  in  accordance  with 
the  terms  of  certificate  accounts 
accepted  under  §  545.1-l(f)  distribute 
earnings  on  the  accounts,  either 
annually,  semiannually,  quarterly,  at  the 
end  of  the  term,  or  as  provided  by  the 
association's  board  of  directors  under 
paragraph  (a)  of  this  section. 

(c)  Distribution  when  eligibility 
requirement  is  satisfied.  When  a  time 
eligibility  requirement  applicable  to  a 
savings  account  is  satisfied,  any  accrued 
and  unpaid  earnings  on  the  account  may 
be  credited  or  paid  to  the  owner  thereof. 

(d)  Higher  rate  accounts  evidenced  by 
account  books.  A  savings  account 
evidenced  by  an  account  book  and 
receiving  a  rate  higher  than  the  regular 
rate  shall  continue  to  receive  such  rate 
at  each  regular  distribution  date  for  that 
class  of  savings  accounts,  as  long  as  the 
account  is  eligible  to  receive  that  rate 
and  until  the  board  of  directors 
determines  to  discontinue  the  higher 
rate. 

(e)  Earnings  after  expiration  of 
certificate  term.  After  expiration  of  the 
term  of  a  savings  account  issued  under 
§  545.1-l(f)  of  this  subchapter,  the 
account  shall,  on  regular  distribution 
dates  for  that  class  of  account,  receive 
earnings  as  long  as  it  remains 
outstanding,  as  follows: 

(1)  if  the  account  is  non-renewable 
and  evidenced  by  a  certificate  issued 
after  Septefhber  30, 1966,  at  the  regular 
rate;  or 

(2)  if  the  account  is  evidenced  by  a 
certificate  issued  before  October  1. 1966. 
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and  if  it  remains  eligible  to  receive,  and 
the  association  continues  to  distribute, 
earnings  at  a  rate  higher  than  the  regular 
rate,  at  a  rate  determined  from  time  to 
time  by  the  board  of  directors. 

(f)  Reserve  for  undistributed  earnings. 
While  any  certificate  issued  under 

§  545.1-l(f)  remains  outstanding,  a 
reserve  for  undistributed  earnings  on  the 
account  shall  be  maintained  and 
appropriate  credits  and  debits  made  to 
the  reserve  on  each  regular  distribution 
date  for  that  class  of  savings  account. 

(g)  Small  accounts.  A  Federal 
association  may,  by  resolution  of  its 
board  of  directors,  determine  not  to 
distribute  earnings  on  any  savings 
account  of  less  than  a  specified 
minimum  amount,  which  shall  be  less 
than  $50.  It  may  also  so  specify  a  lower 
minimum  for  accounts  established  under 
a  plan  offered  by  the  association  to 
children  to  encourage  thrift. 

(h)  Amounts  withdrawn  between 
distribution  dates.  A  Federal  association 
may.  by  resolution  of  its  board  of 
directors  and  while  the  resolution  is  in 
force,  provide  for  distribution  of 
earnings  on  amounts  withdrawn  from 
savings  accounts,  or  designated  classes 
thereof,  between  regular  distribution 
dates,  but  earnings  so  distributed  shall 
not  be  for  any  portion  of  the  dividend 
period  during  which  the  amount  was  not 
in  the  association  or  at  a  rate  greater 
than  the  rate  at  which  earnings, 
exclusive  of  any  bonus,  are  distributed 
on  savings  accounts  for  the  distribution 
period  in  which  the  withdrawal  occurs. 

(i)  Determination  date.  By  resolution 
of  its  board  of  directors,  a  Federal 
association  may  prescribe  a 
determination  date,  not  later  than  the 
20th  of  the  month,  and  while  the 
resolution  is  in  force,  payments  on 
savings  accounts  received  on  or  before 
that  date  will  receive  earnings  as  if 
received  on  the  first  of  the  month,  and 
payments  received  after  that  date  will 
receive  earnings  from  the  first  of  the 
next  month.  Ho w'ever,  if  the  resolution 
so  provides  and  the  determination  date 
is  not  later  than  the  10th  of  the  month, 
payments  received  after  that  date  shall 
receive  earnings  from  the  dale  of 
receipt.  This  paragraph  (i)  does  not 
apply  to  savings  accounts  authorized  by 
§  526.3(a)(8)  of  this  chapter. 

(j)  Compounding  of  earnings.  A^ 
Federal  association  may,  by  resolution 
of  its  board  of  directors  and  while  the 
resolution  is  in  force,  compute  earnings 
for  distribution  on  its  savings  accounts, 
or  designated  classes  thereof,  as  though 
earnings  had  been  credited  to  the 
account  wdth  a  uniform  frequency 
prescribed  in  the  resolution  since  the 
previous  distribution  date. 


(k)  Short-term  savings  accounts.  A 
Federal  association  may,  by  resolution 
of  its  board  of  directors  and  while  the 
resolution  is  in  force,  distribute  earnings 
on  any  designated  class(es)  of  short¬ 
term  savings  account  as  of  the  date(s) 
prescribed  in  the  resolution. 

(l)  Change  of  rate  of  return.  During  a 
distribution  period,  a  Federal 
association  may.  by  resolution  of  its 
board  of  directors,  increase  the  rate  of 
return  on  regular  accounts  announced 
for  that  period.  The  increased  rate  may 
be  paid  for  any  part  of  the  period,  but 
shall  not  exceed  the  applicable 
maximum  rate  prescribed  in  Part  526  of 
this  chapter.  A  deposit  association  may 
reduce  such  rate  during  a  distribution 
period  only  to  conform  with  the 
prescribed  maximum. 

§  545.4  Withdrawals. 

(a)  Withdrawal  prior  to  expiration  of 
term.  (1)  If  any  part  of  a  savings  account 
authorized  under  §  545.1-l(f).  or  any 
part  of  a  fixed-term  savings  deposit,  is 
w'ithdrawn  before  expiration  of  the  term, 
the  penalty  prescribed  in  §  526.7(a)  of 
this  chapter  shall  apply,  and  if  any 
earnings  were  distributed  on  the 
account  before  the  withdrawal, 
deduction  shall  be  made  from  the 
amount  withdrawn  to  adjust  for  the 
penalty  applicable  thereto.  However,  in 
the  circumstances  prescribed  in 

§§  526.7(b)  (i)  and  (ii).  such  penalty  need 
not  be  applied. 

(2)  If  only  part  of  a  savings  account  is 
withdrawn  but  the  applicable  minimum 
balance  requirement  ceases  to  be  met. 
the  certificate  evidencing  the  account 
shall  be  cancelled.  If  such  requirement 
continues  to  be  met.  (i)  the  amount  and 
date  of  the  withdrawal  and  the 
remaining  balance  may  be  noted  on  the 
certificate,  or  (ii)  the  certificate  may  be 
cancelled  and  a  new  certificate  issued 
for  the  remaining  balance,  with  the  same 
term,  rate,  and  dates  as  the  cancelled 
certificate. 

(3)  An  association  may  provide  that 
an  accountholder  cannot  withdraw  any 
part  of  a  fixed-term  savings  deposit  or 
certificate  account  before  its  term 
expires  except  under  emergency 
circumstances  that  may  be  set  forth  in 
the  certificate  evidencing  the  account. 

(b )  Tra  velers '  con  venience 
withdrawals.  A  Federal  association  may 
permit  an  accountholder  to  make  a 
withdrawal  from  a  regular  account 
through  a  disbursing  institution  whose 
accounts  are  insured  by  the  Federal 
Savings  and  Loan  Insurance 
Corporation,  if  the  office  through  which 
the  disbursement  is  made  is  more  than 
50  miles  from  the  accountholder's 
principal  dwelling.  The  withdrawal  may 


be  made  only  after  the  Federal 
association  receives  a  specific 
telephonic  withdrawal  request  (oral  or 
electronic)  from  the  accountholder.  and 
the  amount  paid  shall  be  immediately 
withdrawn  from  the  account.  The 
Federal  association  may  (1)  charge  a  fee 
to  the  accountholder,  (2)  limit  the 
amount  of  such  withdrawals,  and  (3) 
pay  a  fee  to  the  disbursing  institution.  .A 
Federal  association  may  act  as  the 
disbursing  institution  in  such  a 
withdrawal  from  a  regular  account  in  an 
institution  whose  accounts  are  insured 
by  the  Federal  Savings  and  Loan 
Insurance  Corporation,  and  may  collect 
a  fee  for  that  service. 

(c)  Payment  of  withdrawal  requests 
by  Charter  N  associations.  When  a 
Federal  association  with  Charter  N 
cannot  pay  withdraw'al  requests  within 
30  days  of  the  date  of  receipt  of  written 
requests  therefor,  it  shall  number  and 
file  all  requests  in  the  order  received 
and  proceed  in  the  following  manner 
while  any  request  remains  unpaid  for 
more  than  30  days: 

(1)  Requests  shall  be  paid  in 
numerical  order,  and  as  each  number  is 
reached  the  accountholder  shall  be  paid 
the  lesser  of  $1,000  or  the  amount  of  the 
withdrawal  request.  If  the  amount  of  the 
request  is  not  paid  in  full  the  request 
shall  be  renumbered,  placed  at  the  end 
of  the  list  of  requests,  and  acted  upon  in 
the  same  way  when  its  new'  number  is 
reached,  until  the  request  is  paid  in  full. 
However,  when  a  request  is  reached  for 
payment,  the  association  shall  so  notify 
the  accountholder  by  registered  mail  to 
his  last  address  as  recorded  on  the 
association's  books  and,  unless  the 
holder,  within  30  days  from  the  mailing 
of  the  noitce,  applies  in  person  or  in 
writing  for  payment,  the  request  shall  be 
cancelled  and  not  paid.  Regardless  of 
any  other  provision  in  this  section,  the 
board  of  directors  may  pay  on  an 
equitable  basis  an  amount  not 
exceeding  $200  to  any  accountholder  in 
any  calendar  month:  and 

(2)  The  association  shall  allot  to  the 
payment  of  withdrawal  requests  the 
remainder  of  the  association's  receipts 
from  all  sources  after  deducting 
therefrom  amounts  for  expenses, 
required  payments  on  indebtedness, 
earnings  distributable  in  cash  to  holders 
of  savings  accounts,  and  a  fund  for 
general  corporate  purposes  of  not  more 
than  20  percent  of  the  association's 
receipts  from  its  accountholders  and  its 
borrowers. 

(d)  Grace  period  with  respect  to 
withdrawals.  A  Federal  association 
may.  while  a  resolution  by  its  board  of 
directors  so  providing  remains  in  effect, 
compute  earnings  on  amounts 
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withdrawn  from  its  savings  accounts 
during  the  last  3  business  days  of  any 
period  for  which  earnings  are 
distributable  thereon  as  if  withdrawal 
had  been  made  immediately  after  the 
close  of  that  period.  This  subsection  (d) 
does  not  apply  to  savings  accounts 
authorized  by  §  526.3(a)(8)  of  this 
chapter. 

§  545.4-1  Payment  to  third  parties  by 
withdrawais  or  transfer  of  savings 
accounts;  checks  and  money  orders. 

(a)  Withdrawals  and  transfers.  (1) 
General.  Savings  accounts  in  a  Federal 
association  shall  not  be  subject  to  check 
or  to  withdrawal  or  transfer  on 
negotiable  or  transferable  order  or 
authorization  to  the  association. 
However,  by  non-transferable  order  or 
authorization,  accountholders  may 
authorize  the  association,  periodically  or 
otherwise,  to  pay  third  parties  from  the 
account.  The  association  may  honor 
such  orders  and  authorizations  only  if 
received  from  the  accountholder  or,  if 
processed  through  an  automated 
clearing  house,  from  or  through  the  third 
party.  The  association  may,  at  the 
request  of  the  third  party,  treat  such  an 
order  or  authorization  as  a  transfer  to  a 
savings  account  of  the  third  party.  The 
association  may  charge  a  fee  for  making 
any  payment  or  transfer  under  this 
section. 

(2)  Exceptions  for  transaction 
accounts.  Notwithstanding  any  other 
provision  of  this  subchapter,  a  Federal 
association  having  its  home  office  in 
New  Hampshire,  Massachusetts, 
Connecticut,  Rhode  Island,  Maine.  New 
York,  or  Vermont  may  allow  the  owner 
of  a  savings  account  on  which  earnings 
are  paid  to  make  withdrawals  by 
negotiable  or  transferable  instrument  for 
the  purpose  of  making  transfers  to  third 
parties. 

(b)  Sale  of  checks  and  money  orders. 

A  Federal  association  may  sell  checks, 
including  travelers  checks,  and  money 
orders  on  which  the  drawee  is  a  Bank, 
commercial  bank,  or  other  organization 
engaged  in  the  business  of  handling  such 
instruments. 

8.  Revise  §§  545.5-545.6-3  to  read  as 
follows: 

§  545.5  Give-aways. 

(a)  Definitions  used  in  this  section.  (1) 
“Give-away”  means  any  thing  of  value, 
or  service  performed  in  any  part  outside 
an  association’s  premises,  given  without 
adequate  payment,  but  not  including  (i) 
providing  safety  deposit  facilities  at 
reduced  rental  to  members  of  the 
association,  or  (ii)  repaying  to  members 
any  part  of  amounts  paid  by  them  for 


safe  deposit  facilities  located  outside 
the  association's  facilities. 

(2)  “Doing  business”  has  the  meaning 
it  has  in  the  statute  described  in 
paragraph  (c),  and  “domestic 
association”  means  any  savings  and 
loan,  building  and  loan,  homestead 
association,  or  cooperative  bank  which 
is  a  domestic  association  under  that 
statutory  provision. 

(b)  Prohibition.  No  Federal 
association  doing  business  in  a  State 
which  has  in  effect  a  statutory  provision 
as  described  in  paragraph  (c)  of  this 
section  and  regulatory  restrictions 
adopted  under  that  statute,  shall  (1) 
condition  the  distribution  of  a  give-away 
on  the  recipient’s  possessing,  opening,  or 
adding  to  a  savings  account,  or 
maintaining  a  minimum  balance  therein; 
(2)  except  under  paragraph  (d),  refer  in 
any  of  its  advertising  to  any  give-away, 
other  than  printed  material  of  an 
educational  or  informational  nature  or  a 
coin  bank,  with  a  cost  not  exceeding 
$2.50;  or  (3)  enter  any  agreement  with,  or 
accept  funds  for  investment  in  a  savings 
account  from,  any  person  engaging  in 
such  activities.  (See  also  §  563.24  of  this 
chapter.) 

(c)  Reciprocal  statutory  provision. 

The  statutory  provision  referred  to  in 
paragraph  (b)  must  authorize  a  specified 
State  official  to  impose  by  regulation 
restrictions  on  domestic  associations  of 
the  State  equivalent  to  those  imposed  on 
Federal  associations  by  paragraphs  (b) 
(1)  and  (2)  if  while  the  restriction  is  in 
force.  Federal  associations  doing 
business  in  the  State  are  likewise 
restricted. 

(d)  Exception.  Notwithstanding 
paragraph  (b).  a  Federal  association 
may  advertise  give-aways  during  a 
single  period  of  30  days  ending  not  more 
than  one  year  after  it  opens  its  first 
office. 

(e)  Effect  on  other  provisions.  This 
section  does  not  affect  the  applicability 
to  any  Federal  association  of  §  563.24  of 
this  chapter. 

Real  Estate  Loans 

§  545.6  Real  estate  loans. 

(a)  General.  A  Federal  association 
may  make  loans  secured  by  first  liens 
on  improved  real  estate,  as  provided  in 
§§  545.6-1  through  545.6-11. 

(b)  Documentation.  If  the  security  for 
any  loan  includes  one  or  more  dwelling 
units,  the  loan  record  shall  contain 
documents  showing  the  number  of 
dwelling  units  covered  by  the  loan,  the 
number  of  bedrooms  in  each  dwelling 
unit,  and  whether  the  structure  has  an 
elevator. 


§  545.6-1  Insured  and  guaranteed  loans. 

(a)  Insured  loons.  Loans  may  be  made 
in  amounts  and  with  terms  and 
conditions  of  repayment  acceptable  to 
the  insuring  agency, 

(b)  Guaranteed  loan.  Loans  which  are 
at  least  20  percent  guaranteed  may  be 
made,  with  terms  and  conditions  of 
repayment  acceptable  to  the 
guaranteeing  agency. 

§  545.6-2  Monthly  Installment  loans. 

Loans  repayable  in  regular  periodic 
payments  sufficient  to  liquidate  the 
debt,  principal  and  interest,  within  the 
loan  term  may  be  made  as  follows: 

(a)  On  the  security  of  homes  or 
combinations  of  homes  and  business 
property.  (1)  80  percent  of  value.  Subject 
to  §  545.8-7,  such  loans  not  exceeding  80 
percent  of  value  of  the  security  property 
may  be  made  and  shall  be  repayable 
monthly  within  30  years. 

(2)  80 percent  to  90 percent  of  value. 
The  80  percent  limitation  in  paragraph 
(a)(1)  of  this  section  shall  be  90  percent, 
if: 

(i)  The  loan  is  secured  by  a  first  lien 
on  a  single-family  or  two-family 
dwelling: 

(ii)  The  amount  by  which  the  loan 
exceeds  80  percent  is  not  disbursed  until 
construction  is  completed  (as  defined  in 
§  555.3(b)  of  this  subchapter)  and,  if  the 
dwelling  is  being  constructed  for  sale, 
until  the  property  is  sold  and  title 
conveyed  to  a  purchaser  who  has 
executed  an  agreement  with  the 
association  to  pay  the  loan; 

(iii)  The  amount  of  the  loan  does  not 
exceed:  (A)  for  single-family  dwellings 
$75,000  ($112,500  for  security  property  in 
Alaska,  Guam,  or  Hawaii)  and,  for  two- 
family  dwellings,  the  amount  allowable 
in  or  under  section  207(c)(3)  of  the 
National  Housing  Act  or  (B)  90  percent 
of  the  purchase  price  of  the  security 
property,  whichever  is  less  (see  also 

§  555.4  of  this  subchapter); 

(iv)  The  loan  contract  requires  that,  in 
addition  to  principal  and  interest 
payments  on  the  loan,  one-twelfth  of 
estimated  annual  taxes  and  assessments 
on  the  security  property  be  paid  monthly 
in  advance  to  the  association; 

(v)  The  borrower,  including  a 
purchaser  who  assumes  the  loan,  has 
executed  a  certificate  stating  that  (A)  no 
lien  or  charge  on  the  property,  other 
than  the  association’s  lien  or  any  lien  or 
charge  which  will  be  discharged  from 
the  proceeds  of  the  loan,  has  been  given 
or  executed  by  the  one  executing  the 
certificate,  or  has  been  agreed  to  be  so 
given  or  executed,  and  (B)  the  borrower 
occupies,  or  in  good  faith  intends  to 
occupy,  the  property  as  the  borrower’s 
principal  dwelling: 
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(vi)  In  the  case  of  a  loan  sought  or 
assumed  to  finance  acquisition  of  the 
security  property,  the  vendor(s)  has 
executed  the  certificate  required  by 
paragraph  (aJ(2)(v)(A),  and  the 
purchaser  and  vendor(s)  have  jointly 
executed  a  certificate  stating  the 
purchase  price  of  the  security  property 
and  the  items  comprising  such  price; 

(vii)  The  aggregate  principal  amount 
of  the  association’s  investment  in  loans 
under  paragraphs  (a)(2)  and  (3)  of  this 
section  with  unpaid  principal  balances 
exceeding  80  percent  of  the  value  or 
purchase  price  of  the  security  property 
whichever  is  less,  determined  at  the 
time  the  loans  were  made,  does  not 
exceed  50  percent  of  the  association’s 
assets. 

(viii)  In  the  case  of  a  loan  purchased 
by  a  Federal  association  from  other  than 
a  Federal  association,  each  certificate 
required  by  paragraphs  (a)(2)  (v)  and 
(vi)  of  this  section  shall  contain  a 
statement  that  the  certificate  is  made  for 
the  purpose  of  inducing  a  Federal 
association  to  purchase  the  loan. 

(3)  90  percent  to  95  percent  of  value. 
The  80  percent  limitation  in  paragraph 

(a)(1)  of  this  section  shall  be  95  percent, 
if: 

(i)  The  requirements  in  paragraphs 
(a)(2)  (i).  (ii).  (iv).  (v),  (vi).  and  (vii)  are 
met: 

(ii)  The  amount  of  the  loan  does  not 
exceed  the  lesser  of  (A)  for  single-family 
dwellings,  $80,000  ($90,000  for  security 
property  in  Alaska,  Guam,  or  Hawaii), 
and.  for  two-family  dwellings,  the 
amount  allow'able  in  or  under  section 
207(c)(3)  of  the  National  Housing  Act  or. 
(B)  95  percent  of  the  value  or  purchase 
price  of  the  security  property  whichever 
is  less; 

(iii)  The  total  of  (A)  the  principal 
amount  of  the  loan  and  (B)  the 
association’s  investment  in  the  principal 
amount  of  all  other  loans  made  under 
this  paragraph  (3)  which  have  unpaid 
principal  balances  exceeding  90  percent 
of  the  value  or  purchase  price  of  the 
security  property,  determined  at  the 
time  the  loans  were  made,  does  not 
exceed  25  percent  of  the  association's 
assets: 

(iv)  Except  as  to  a  loan  or  contract  to 
facilitate  the  sale  of  real  estate  owned, 
either — 

(A)  as  long  as  the  unpaid  balance  of 
the  loan  exceeds  90  percent  of  the  value 
or  purchase  price  of  the  security 
property,  determined  at  the  time  the 
loan  was  made,  the  part  of  such  balance 
exceeding  80  percent  of  such  value  or 
purchase  price  is  guaranteed  or  insured 
by  a  mortgage  insurance  company 
which  the  Federal  Home  Loan  Mortgage 


Corporation  has  determined  to  be  a 
“qualified  private  insurer’’:  or 

(B)  the  association  establishes  and 
maintains  a  specific  reserve  with 
respect  to  the  loan  equal  to  one  percent 
of  the  unpaid  principal  balance  until  the 
loan  has  been  reduced  to  not  more  than 
90  percent  of  the  value  or  purchase 
price. 

(4)  Loans  to  100  percent  of  value.  The 
80  percent  limitation  in  paragraph  (a)(1) 
of  this  section  shall  be  100  percent  for 
any  loan  secured  by  a  home  located 
within  the  association’s  regular  lending 
area,  if  at  least  the  portion  of  the  loan 
which  exceeds  80  percent  of  the  value  of 
the  security  property  is  insured  or 
guaranteed  by  an  agency  or 
instrumentality  of  a  State  whose  full 
faith  and  credit  is  pledged  to  support  the 
insurance  or  guarantee. 

(5)  Loans  with  pledged  savings 
accounts-  as  additional  security.  Loans 
may  be  made  under  paragraphs  (a)  (2) 
and  (3)  in  excess  of  maximum  dollar, 
percentage-of-value,  or  percentage-of- 
purchase-price  limitations  thereof,  with 
such  excess  secured  by  savings 
accounts,  subject  to  the  following 
restrictions: 

(i)  The  loan  shall  not  exceed  the  lesser 
of  purchase  price  or  value  of  the  real 
estate: 

(ii)  The  savings  account  shall  consist 
only  of  funds  belonging  to  the  borrower, 
members  of  his  family,  or  his  employer: 

(iii)  The  association  shall  fully 
disclose  to  the  prospective  borrower  the 
difference  (including  interest,  private- 
mortgage-insurance  costs,  and  equity 
interest)  between  a  loan  secured  by  real 
estate  and  savings  and  a  loan  secured 
by  real  estate  alone;  and 

(iv)  The  loan  shall  comply  with  . 

§  545.6-4  as  it  relates  to  graduated 
payment  mortgages. 

(6)  Limitation.  After  the  first  payment 
on  a  loan  secured  by  property  occupied 
or  to  be  occupied  by  the  borrower,  no 
subsequent  payment  shall  be  more  than 
any  preceding  payment. 

(b)  On  the  security  of  other  dwelling 
units,  combinations  of  dwelling  units, 
including  homes,  and  business  property 
involving  only  minor  or  incidental 
business  use.  and  cooperative  housing 
projects.  Subject  to  §  545.8-7,  loans 
repayable  monthly  within  30  years  may 
be  made  for  amounts  not  in  excess  of: 

(1)  80  percent  of  the  value  of  the 
security  property;  or 

(2)  the  amounts  authorized  in 
paragraphs  (a)(2)  and  (3)  of  this  section, 
if  the  requirements  of  those  paragraphs 
are  met  and  if  the  security  property  is  a 
cooperative  housing  project  in  which 
dwelling  units  equalling  90  percent  of 
the  value  or  purchase  price  of  the 


project,  whichever  is  greater,  are 
presold  to  bona  fide  purchasers.  The 
housing  project  shall  maintain  reserves 
at  least  equalling  those  required  for 
comparable  cooperative  housing 
projects  insured  by  the  Federal  Housing 
Administration.  For  purposes  of 
compliance  with  this  paragraph  (b)(2), 
the  terms  “single-family  or  tw’o-family 
dwelling"  in  paragraph  (a)(2)(i)  of  this 
section  shall  read  “cooperative  housing 
project";  the  words  “the  borrower 
occupies"  in  paragraph  (a)(2)(iv)(B)  of 
this  section  shall  read  "members  of  the 
cooperative  housing  project  occupy”; 
and  the  loan  limits  of  $75,000  ($112,500 
for  security  property  in  Alaska,  Guam, 
and  Hawaii)  in  paragraph  (a)(2)(ii)(A) 
and  $60,000  ($90,000  in  Alaska,  Guam, 
and  Hawaii)  in  paragraph  (a)(3)(ii)  shall 
read  “$75,000  ($112,500  for  security 
property  in  Alaska.  Guam  or  Hawaii), 
multiplied  by  the  number  of  dwelling 
units”,  and  $60,000  ($90,000  for  security 
property  in  Alaska,  Guam,  or  Hawaii), 
multiplied  by  the  number  of  dwelling 
units,”  respectively,  but  the  amount  of 
the  loan  applied  to  any  one  dwelling 
unit  may  not  exceed  the  applicable 
limitation  per  dwelling  unit. 

(c)  Other  improved  real  estate,  as 
defined  in  paragraphs  (a)  and  (c)  of 
§  5J1.17.  Subject  to  §  545.8-7,  loans  may 
be  made  for  not  over  75  percent  of  the 
value  of  the  security  property  and 
repayable  monthly  within  25  years. 
Loans  made  under  §§  545.6-8  and  545.8- 
10  may  be  made  as  provided  therein. 

§  545.6-3  Loans  repayable  other  than  by 
monthly  installments. 

Loans  that  may  be  made  on  a  monthly 
installment  basis  under  §  545.6-2  may 
also  be  made  as  follows: 

(a)  Flexible  payment  loans.  Loans 
authorized  under  paragraph  (a)  of 
§  545.6-2,  except  loans  made  under 
paragraph  (a)(4)  thereof,  which  are 
secured  by  a  single-family  dwelling 
which  the  borrower  has  certified  is  or 
will  be  the  borrower’s  principal 
dwelling,  may  be  repayable  in  monthly 
installments,  as  follows: 

(1)  During  an  initial  period  not 
exceeding  five  years,  installments  shall 
equal  at  least  one-twelfth  the  annual 
interest  rate  times  the  unpaid  balance  of 
the  loan,  which  rate  may  be  increased 
only  by  subsequent  agreement: 

(2)  The  amount  of  the  first  payment 
after  such  period  shall  be  fixed  at  the 
beginning  of  the  loan  term  and 
subsequent  required  payments  may  be 
less  but  not  more: 

(3)  Required  payments  shall  be 
sufficient  to  liquidate  the  debt,  principal 
and  interest,  within  the  loan  term:  and 
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(4)  The  loan  agreement  shall  describe 
the  payment  schedule.  However,  the 
aggregate  of  the  principal  amount  of  the 
association’s  investment  in  such  loans 
with  unpaid  principal  balances 
exceeding  80  percent  of  the  value  or 
purchase  price  of  the  security  property, 
determined  when  the  loans  were  made, 
shall  not  exceed  5  percent  of  the 
association's  assets,  which  5  percent 
shall  be  included  in  the  50  percent 
limitation  in  paragraph  (a)(2Kvii)  and 
the  25  percent  limitation  in  paragraph 

(a) (3)(iii)  of  this  section. 

(b)  Other  installment  loans.  Loans 
authorized  under  paragraphs  (a)  and  (b) 
of  §  545.6-2  may  be  made  with  interest 
payable  at  least  semiannually  and 
principal  payable  at  least  annually  in 
installments  sufficient  to  pay  the  loan, 
principal  and  interest,  within  15  years, 
except  that  loans  on  commercial  farming 
enterprises,  farm  residences,  or 
combinations  of  such  residences  and 
commercial  farming  enterprises  may  be 
made  with  principal  and  interest 
payable  at  least  annually  in  an  amount 
sufficient  to  retire  the  debt,  principal 
and  interest,  within  25  years.  Such  loans 
on  commercial  farming  enterprises  may 
be  made  in  amounts  not  exceeding  80 
percent  of  value  of  the  security  property. 

(c)  Partially  amortized  loans.  Loans 
which  may  be  made  under  paragraphs 

(b)  and  (c)  of  §  545.6-2,  and  which  are 
made  in  an  amount  not  in  excess  of  80 
percent  of  the  value  of  the  security 
property,  may  be  repayable  subject  to 
the  term  limitations  in  those  paragraphs, 
in  a  lump  sum  at  the  end  of  the  loan 
term  if,  beginning  less  than  61  days  after 
disbursement  of  the  loan  proceeds, 
monthly  payments  on  principal  and 
interest  are  required  in  an  amount  at 
least  sufficient  to  amortize  a  loan  of  the 
same  amount,  principal  and  interest, 
within  30  years. 

(d)  Loans  without  amortization.  (1) 
Loans  authorized  under  paragraphs  (a) 
and  (b)  of  §  545.6-2.  Loans  may  be  made 
for  the  following  terms,  with  interest 
payable  at  least  semiannually; 

(1)  50  percent  of  the  value  of  the 
security  property — 5  years; 

(ii)  60  percent  of  the  value  of  the 
security  property — 3  years. 

(2)  Loans  authorized  under  §  545.6- 
2(c).  Loans  may  be  made  for  60  percent 
of  the  value  of  the  security  property 
repayable  within  5  years,  with  interest 
payable  at  least  semiannually. 

(3)  Construction  or  substantial 
alteration,  repair,  or  improvement  loans. 
Loans  may  be  made  within  the 
maximum  loan-to-value  ratio  permitted 
for  monthly  installment  loans,  for  the 
following  terms: 


(i)  Loans  on  the  security  of  homes  or 
combinations  of  homes  and  business 
property — 18  months: 

(iij  Loans  on  the  security  of  other 
dwelling  units;  combinations  of  dwelling 
units,  including  homes,  and  business 
property  involving  only  minor  or 
incidental  business  use — 36  months. 

(iii)  Loans  on  the  security  of  other 
improved  real  estate  as  defined  in 
paragraphs  (a)'and  (c)  of  §  541.17 — 36 
months  (only  loans  for  construction  are 
authorized  under  this  paragraph  (iii)). 

(iv)  Loans  authorized  under  this 
paragraph  (3)  may  be  combined  with 
permanent  loans  on  the  same  security 
authorized  under  §§  545.6-1  to  545.6-3, 
except  loans  authorized  under 
paragraph  (iii)  may  be  combined  only 
with  monthly  installment  loans.  The 
term  of  the  permanent  loan  shall  begin 
at  the  end  of  the  term  allowed  for 
construction,  or  substantial  alteration, 
repair,  or  improvement. 

(v)  No  disbursement  of  any  amount  of 
such  a  loan  in  excess  of  80  percent  of 
the  value  of  the  security  property  shall 
be  made  until  completion  of 
construction  or  substantial  alteration, 
repair,  or  improvement  and  compliance 
with  applicable  provisions  of 
paragraphs  (a)  (2),  (3),  and  (4)  of  §  545.6- 
2. 

(4)  Loans  made  to  facilitate  the  trade- 
in  or  exchange  of  a  home  or 
combination  of  home  and  business 
property.  Loans  may  be  made  for  80 
percent  of  the  value  of  the  security 
property  for  a  term  not  exceeding  18 
months,  with  interest  payable  at  least 
semiannually,  but  the  aggregate  amount 
of  such  loans  in  which  an  association 
may  invest  may  not  at  any  time  exceed 
5  percent  of  the  association’s  assets,  and 
the  term  "first  liens”  includes 
assignment  of  the  entire  beneficial 
interest  in  a  trust  having  a  corporate 
trustee  whereunder  real  estate  held  in 
the  trust  can  be  subjected  to  satisfaction 
of  the  secured  obligation(s)  with  the 
same  priority  as  a  first  mortgage  (or 
deed  of  trust)  in  the  jurisdiction  where 
the  real  estate  is  located. 

9.  Delete  present  §  545.6-4  and 
renumber  §  545.6-2  as  new  §  545.6-4, 
also  amend  the  first  sentence  of 
paragraph  (a)  thereof  to  read  as  follows: 

§  545.6-4  Alternative  nriortgage 
instruments. 

(a)  General.  Associations  making 
loans  under  §  5i5.6-2(a)  may  use  the 
alternative  mortgage  instruments 
^described  in  this  section,  which  allow 
certain  payment  and  other  provisions 
different  from  those  required  elsewhere 
in  this  subchapter.  *  *  * 


§  545.6-3  [Redesignated  as  §  545.6-5] 

§  545.6-5  [Removed] 

10.  Delete  present  §  545.6-5  and 
renumber  §  545.6-3  as  new  §  545.6-5. 

11.  Revise  §§  545.6-6—545.6-12  to 
read  as  follows: 

§  545.6-6  Loans  to  finance  acquisition  and 
deveiopment  of  land. 

(a)  Definition.  In  this  section, 
"development”  means  installations  and 
improvements  necessary  to  produce 
from  land  building  sites  ready,  in 
accordance  with  applicable 
governmental  requirements  and  general 
community  practice,  for  construction  of 
buildings  thereon. 

(b)  General.  A  Federal  association 
may  invest  in  loans  to  finance  (1) 
acquisition  and  development  of  land  for 
primarily  residential  use  and  (2) 
construction  of  homes  or  single-family 
dwellings  inclusive  of  such  acquisition 
and  development.  An  association  shall 
invest  in  such  a  loan  only  if  it  appears  to 
the  association  that  the  loan  will  be 
used  to  undertake  prompt  development 
of  land  previously  acquired  or  land  to  be 
acquired  when  the  loan  is  made.  The 
loan  term  shall  be  fixed,  within  the 
maximum  term  permitted  by  this 
section,  based  on  the  association’s 
determination  of  the  time  reasonably 
necessary  for  the  borrower  to  complete 
development  and  dispose  of  the 
completed  lots  and  improvements  to  be 
constructed  thereon. 

(c)  Basic  limitations.  An  association 
may  make  loans  under  this  section  only 
when  (1)  the  aggregate  of  its  general 
reserves,  surplus,  and  undivided  profits 
equals  more  than  5  percent  of  its  savings 
accounts,  (2)  the  resulting  aggregate 
amount  of  its  investments  in  loans  under 
this  section,  exclusive  of  the  portion  of 
the  loans  under  paragraph  (ej  of  this 
section  which  are  for  the  purpose  of 
financing  construction  of  homes  or 
single-family  dwellings,  would  not 
exceed  5  percent  of  the  amount  of  its 
savings  accounts,  (3)  the  loans  are 
secured  by  first  liens,  and  (4)  the  real 
estate  security  for  each  loan  is  located 
within  the  association’s  regular  lending 
area. 

(d)  Loans  to  finance  acquisition  and 
development.  No  loan  under  this 
paragraph  shall  be  made  in  an  amount 
exceeding  75  percent  of  the  value  of  the 
security  property  as  of  completion  of  its 
development.  Each  loan  shall  be 
repayable  w'ilhin  nojt  more  than  5  years 
and  interest  thereon  shall  be  payable  at 
least  semiannually.  No  proceeds  of  such 
a  loan  shall  be  disbursed  if  such 
disbursement,  together  with  the 
aggregate  amount  of  proceeds 
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previously  disbursed  and  not  repaid, 
would  exceed  75  percent  of  the  value  of 
the  security  property  at  that  time. 

(e)  Loans  to  finance  construction  of 
homes  inclusive  of  acquisition  and 
development  of  land  primarily  for 
residential  use.  No  loan  under  this 
section  shall  be  made  in  an  amount 
exceeding  80  percent  of  the  value  of  the 
security  property  as  of  completion  of 
construction  of  homes  thereon.  Each 
such  loan  shall  be  repayable  in  full 
w  ithin  6  years  after  the  date  of  the  loan 
instrument,  with  or  without  periodic 
amortization  but  with  interest  payable 
at  least  semiannually,  except  that  (1) 
beginning  not  more  than  18  months  after 
the  first  disbursement  of  loan  proceeds 
rrade  for  the  purpose  of  financing 
construction  of  any  home,  whether  or 
not  such  construction  has  been 
completed,  principal  shall  be  amortized 
monthly  at  a  rate  of  at  least  1  percent  of 
the  portion  of  the  loan  balance 
applicable  to  such  home,  including  the 
building  site,  and  (2)  beginning  not  more 
than  four  years  after  the  first 
disbursement  of  any  loan  proceeds, 
principal  shall  be  amortized  monthly  at 
a  rate  of  at  least  1  percent  of  that 
portion  of  the  loan  balance  not 
applicable  to  construction  of  any  home 
and  its  building  site.  No  disbursement  of 
a  loan  under  this  paragraph  shall  be 
made  at  any  time  if  the  aggregate 
amount  of  such  disbursements  and 
previous  disbursements  not  repaid 
would  exceed  the  sum  of  (1)  80  percent 
of  the  value  at  that  time  of  homes  under 
construction  or  completed  and  not  sold; 
and  (2)  75  percent  of  the  value  at  that 
time  of  the  remaining  security  property, 
but  any  principal  amortization  required 
by  this  paragraph  shall  be  deducted 
fr  om  such  sum.  An  association  shall,  by 
a  construction  loan  agreement  or  other 
instrument  applicable  to  each 
construction  loan  made  under  this 
paragraph,  reserve  to  its  board  of 
directors  full  and  exclusive  right, 
w  ithout  regard  to  any  ether  provision  of 
any  loan  instrument  or  any  agreement 
applicable  to  the  loan,  to  limit  from  time 
to  time  the  number  of  homes  and  single¬ 
family  dwellings  under  construction  at 
any  one  time  from  the  loan  proceeds. 

(f)  Releases;  loan  extensions.  When 
any  part  of  the  security  property  is 
released  from  the  lien,  the  principal 
balance  of  a  loan  made  under  this 
section  (other  than  that  portion  of  a  loan 
under  paragraph  (e)  attributable  to 
construction  of  homes  or  single-family 
dwellings)  shall  be  reduced  by  an 
amount  at  least  equal  to  110  percent  of 
the  portion  of  the  outstanding  principal 
balance  attributable  to  the  value  of  the 
property  released.  When  a  home  or 


single-family  dwelling  is  released  from 
the  lien,  the  principal  balance  of  the 
loan  shall  be  reduced  by  an  amount  at 
least  equal  to  the  portion  of  the 
outstanding  principal  loan  balance 
attributable  to  the  value  of  the  property 
released.  “Value"  as  used  in  the 
preceding  sentence  is  the  value  at  the 
time  the  loan  was  made  or  the  loan 
amount  was  determined.  The 
association’s  board  of  directors  may 
approve  extension  of  any  such  loan  for 
one  year  or  less  beyond  the  loan  term 
and  may  approve  a  second  extension  for 
an  additional  year  or  less.  Such 
approval  may  be  given  only  if  (1) 
interest  on  the  loan  is  current,  (2)  the 
unpaid  principal  balance  does  not 
exceed  75  percent  of  the  value  of  the 
security  property  (80  percent  of  the 
value  of  homes  or  single-family 
dwellings,  less  any  amortization 
required  by  paragraph  (e)),  and  (3)  the 
board  of  directors  has  before  it  (i)  an 
audited  current  financial  statement  of 
the  borrower,  (ii)  a  current  written  credit 
report  on  the  borrower,  (iii)  a  current 
independent  appraisal  of  the  security 
property,  and  (iv)  a  current  written 
report  on  the  feasibility  of  repayment  of 
the  loan  at  expiration  of  the  extension. 

(g)  If  an  association  makes  a  loan 
under  this  section  to  a  borrower  who 
acquires  the  land  before  completing 
plans  for  development  thereof,  it  may 
later  determine  the  total  amount  of  the 
loan  based  on  appraisal  after 
completion  of  such  plans.  However,  an 
association  shall  not  make  such  a  loan 
unless  the  borrower  has  submitted  a 
preliminary  plan  which,  in  the 
association’s  opinion,  is  a  feasible  plan 
for  development  of  the  land  for 
primarily  residential  use.  If 
determination  of  the  total  amount  of  a 
loan  is  so  deferred,  the  loan  agreement 
or  other  suitable  instrument  shall 
provide  for  acceleration  of  the  loan’s 
maturity  to  a  fixed  date  (not  more  than  2 
years  after  the  first  disbursement  of 
proceeds  under  the  loan),  if  by  such  date 
the  borrower  has  not  furnished  to  the 
association  complete  plans,  satisfactory 
to  the  association,  for  development  of 
the  land  and,  if  it  is  a  loan  under 
paragraph  (e),  for  construction  thereon. 

(h)  Limitations  on  loans  on  a  single 
project  to  one  borrower.  No  association 
shall  invest  more  than  2  percent  of  its 
savings  accounts  in  loans  on  any  one 
land  development  project  or  in  any  such 
loan(s)  to  one  borrower,  including  the 
balance  of  all  outstanding  loans  made 
under  this  section  to  any  partnership, 
corporation,  or  syndicate  of  which  any 
partner,  stockholder,  owner,  participant, 
or  officer  is  the  borrower  or  is  a  partner, 


stockholder,  owner,  participant,  or 
officer  of  the  borrower. 

§  545.6-7  insured  loans  to  finance  land 
development. 

Without  regard  to  any  other 
provisions  of  this  Part,  except  §  545.8(a), 
a  Federal  association  may  invest  in 
insured  loans,  and  interests  in  insured 
loans,  on  the  security  of  real  estate 
located  within  its  regular  lending  area, 
to  finance  land  development  under  the 
provisions  of  Title  X  of  the  National 
Housing  Act. 

§  545.6-8  Housing  facilities  for  the  aging. 

(a)  A  Federal  association  may  invest 
in  installment  loans,  or  participation 
interests  therein,  secured  by  improved 
real  estate  designed  to  provide 
accommodations  for  persons  over  fifty- 
five  years  of  age,  or  rest  homes  or 
nursing  homes  constructed  or  altered  to 
be  suitable  primarily  for  occupancy  by 
persons  over  fifty-five  years  of  age  and 
limited  principally  to  such  occupancy. 
Loan  plans,  practices,  and  procedures 
consistent  with  this  section  and  other 
applicable  provisions  in  this  Part  may 
be  used  in  making  such  loans. 

(b)  Basic  limitations.  Investment  or 
participation  under  this  section  is 
authorized  only  when  (1)  the  security 
property  is  located  within  the 
association’s  regular  lending  area;  (2) 
the  loan  is  repayable  monthly  within  30 
years;  (3)  the  principal  obligation  of  the 
loan  is.specified  in  the  security 
instrument  and  does  not  exceed  90 
percent  of  the  value  of  the  security 
property  and;  (4)  the  aggregate  amount 
of  investments  made  under  this  section 
does  not  at  any  time  exceed  5  percent  of 
the  association’s  assets. 

(c)  Additional  limitations.  (1)  Before 
making  a  loan  under  this  section  an 
association  shall  obtain  a  statement 
signed  by  the  borrower  or,  if  the 
borrower  is  a  trust,  partnership, 
corporation,  or  syndicate,  signed  by  its 
authorized  agent,  certifying  that  the 
security  property  has  been,  or  as  a  result 
of  the  loan  will  be,  constructed  or 
altered  to  provide  housing  described  in 
paragraph  (a)  and  the  initial  occupancy 
of  the  property  will  be  limited 
principally  to  persons  over  fifty-five 
years  of  age. 

(2)  Before  making  a  loan  under  this 
section  an  association  shall  determine 
that  the  security  property  is  or  will  be 
suitable  for  lise  as  prescribed  in 
paragraph  (a)  of  this  section,  as  follows: 

(i)  If  the  security  property  exists,  the 
association  shall  obtain  evidence  from 
appropriate  state  or  local  authorities 
that  they  have  approved  the  property  for 
such  use  or,  in  a  jurisdiction  where  such 
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facilities  are  not  subject  to  regulation 
under  state  or  local  laws  or  ordinances, 
a  statement  signed  by  an  architect  or,  in 
the  absence  of  an  architect,  such  other 
qualified  person  as  the  association's 
board  of  directors  may  designate,  that 
the  security  property  is  designed 
primarily  for  such  use. 

(ii)  If  the  security  property  is  to  be 
constructed  or  altered  as  a  result  of  the 
loan,  the  association  shall  obtain 
evidence  from  appropriate  state  or  local 
authorities  that  the  plans  and 
specifications  for  the  construction  or 
alteration  comply  with  all  applicable 
state  and  local  laws  and  ordinances  and 
that  they  will  approve  the  security 
property  for  such  use  if  it  is  completed 
according  to  such  plans  and 
specifications  or,  in  a  jurisdiction  where 
such  facilities  are  not  subject  to 
regulation  under  local  laws  or 
ordinances,  a  statement  signed  by  an 
architect  or,  in  the  absence  of  an 
architect,  such  other  qualified  person  as 
the  association's  board  of  directors  may 
designate,  that  the  person  has  inspected 
the  plans  and  specifications  and  that  if 
the  security  property  is  constructed  in 
accordance  therewith  it  will  be  suitable 
for  such  use. 

(3)  If  the  loan  is  an  insured  loan,  the 
association  may  accept  the 
determination  of  the  insuring  agency  as 
evidence  of  compliance  with  the 
requirements  of  paragraph  (2). 

(d)  Relationship  to  other  provisions  of 
the  regulation.  Except  as  this  section 
otherwise  expressly  provides,  loans 
authorized  under  it  shall  be  subject  to 
all  other  provisions  of  this  Part. 

§  S45.6-9  Loans  on  low-rent  housing. 

(a)  General.  Limitations  in  this  Part 
relating  to  maximum  loan  terms  and 
loan-to-value  ratios,  except  limitations 
in  §  545.6-8,  shall  not  apply  to  any  loan 
secured  by  a  first  lien  on  real  estate 
which  is.  or  which  is  being  constructed, 
remodeled,  or  renovated  to  be,  the 
subject  of  an  annual  contribution 
contract  for  low  rent  housing  under  the 
United  States  Housing  Act  of  1937.  as 
amended.  No  such  loan  by  a  Federal 
association  shall  exceed  90  percent  of 
the  amount  of  the  appraisal  or,  if  the 
real  estate  is  to  be  purchased  by  a  local 
public  housing  authority,  90  percent  of 
the  purchase  price.  This  section  shall 
apply  to  a  loan  on  such  real  estate  only 
when  it  first  becomes,  or  when  it  is  first 
constructed,  remodeled,  or  renovated  to 
be.  the  subject  of  such  a  contribution 
contract. 

(b)  Appraisals.  The  appraisal  of  any 
such  real  estate  required  by  §  545.8-8 
shall  be  (1)  if  the  real  estate  has.  or  will 
have,  newly  constructed  improvements 


thereon,  the  value  of  the  land  plus 
appraisal  of  the  cost  of  the 
improvements,  or  (2)  if  the  real  estate 
has  existing  improvements,  the  value  of 
the  land  with  existing  improvements, 
plus  appraisal  of  the  cost  of  remodeling 
or  renovation. 

§  545.6-10  Urban  renewal  loans  and 
investments. 

(a)  General.  A  Federal  association 
may  invest  in  real  property,  or  interests 
in  real  property,  located  within  any 
urban  renewal  area  as  defined  in 
section  110(a)  of  the  Housing  Act  of 
1949,  as  amended,  and  in  loans  and 
other  obligations  secured  by  first  liens 
on  real  property  so  located. 

(b)  Investments  in  loans.  Loans  under 
this  section  shall  conform  to  all 
applicable  limitations  in  this  Part  545. 
with  the  following  exceptions: 

(1)  A  monthly  installment  loan  on 
other  improved  real  estate  may  be 
repayable  within  30  years  and  may  be 
for  an  amount  not  exceeding  80  percent 
of  the  value  thereof. 

(2)  A  loan  on  a  home,  combination  of 
home  and  business  property,  other 
dwelling  units,  or  combination  of 
dwelling  units,  including  homes,  and 
business  property  involving  only  minor 
or  incidental  business  use,  shall  not  be 
subject  to  any  lending  limitations  of  this 
Part  545  with  respect  to  amount  per 
dwelling  unit. 

(3)  Participations  in  loans  may  be 
made  in  accordance  with  paragraph  (e) 
of  this  section. 

(4)  A  construction  loan  on  (i)  other 
dwelling  units,  (ii)  a  combination  of 
dwelling  units,  including  homes,  and 
business  property  involving  only  minor 
or  incidental  business  use,  or  (iii)  other 
improved  real  estate,  or  any 
combination  thereof,  which  otherwise 
meets  the  requirements  of  §§  545.6-3 
(d)(3)(ii)  and  (iii),  may  be  made  for  a 
term  up  to  60  months. 

(c)  Investments  in  other  obligations 
secured  by  first  lien.  An  association 
may  invest  under  this  section  in  other 
obligations  secured  by  first  lien  on  one 
or  more  of  the  following:  other  improved 
real  estate,  other  dwelling  units,  and 
combinations  of  dwelling  units, 
including  homes,  and  business  property 
involving  only  minor  or  incidental 
business  use.  Such  investment  shall  be 
subject  to  the  following  requirements: 

(1)  The  total  amount  of  obligations 
secured  by  any  such  first  lien  shall  not 
exceed  80  percent  of  the  value  of  the 
security  property,  and  the  obligation 
shall  mature  within  30  years: 

(2)  No  obligation  shall  be  purchased 
under  this  paragraph  (c)  unless  the 
instruments  representing  the  obligation 


provide  for  substantially  equal 
payments,  at  least  annually,  which 
would  retire  the  total  indebtedness, 
including  interest,  within  the  maximum 
period  of  maturity  prescribed  in  this 
paragraph,  the  periodic  payments  of 
principal  to  be  made  in  direct  reduction 
of  the  outstanding  obligations; 

(3)  The  value  of  the  security  property 
shall  be  determined  by  an  appraisal  (i) 
made  by  a  qualified  person  designated 
by  the  association's  board  of  directors 
of  (ii)  offered  by  the  issuer  of  the 
obligations  and  made  by  a  person  whom 
the  association's  board  of  directors 
determines  to  be  qualified;  and 

(4)  The  security  property  shall  be 
located  within  the  association's  regular 
lending  area. 

(d)  Investments  in  real  property.  An 
association  may  make  an  investment 
under  this  section  in  real  property,  or  in 
an  interest  in  real  property,  located 
within  its  regular  lending  area  in  an 
amount  not  in  excess  of  the  amount  of 
an  appraisal  made  by  a  qualified  person 
designated  by  the  association's  board  of 
directors,  plus  usual  settlement  costs. 

(e)  Participations.  An  investment 
which  an  association  may  make  under 
this  section  it  may  also  make  in 
participation  with  other  financial 
institutions,  private  corporations,  or 
individuals,  except  that  the  association 
shall  comply  with  the  provisions  of 
Subchapter  D  regarding  participations  in 
loans  on  the  security  of  real  estate 
located  more  than  50  miles  from  the 
association's  home  office.  Section 
545.8(a)  does  not  apply  to  participation 
interests  in  loans  under  this  section,  but 
any  sale  of  a  participating  interest  in 
any  loan  shall  be  without  recourse. 

(f)  Percent-of-assets  limitation  on 
investments.  (1)  An  association  shall 
make  no  investment  under  this  section 
in  real  property,  or  interests  in  real 
property,  if  the  amount  of  the 
investment  plus  the  amount  outstanding 
in  such  investments  under  this  section 
would  total  more  than  2  percent  of  the 
association's  assets.  No-investment 
under  this  section  in  a  loan  or  other 
obligation  Secured  by  first  lien  on  real 
property  shall  be  made  if  the  amount  of 
the  investment,  plus  the  amount 
outstanding  in  all  investments  under  this 
section,  would  total  more  than  5  percent 
of  the  association’s  assets.  An 
investment  in  a  loan  on  the  security  of  a 
first  lien  on  real  property  located  in  an 
urban  renewal  area,  as  defined  in 
section  110(a)  of  the  Housing  Act  of 
1949,  as  amended,  shall  not  be  subject  to 
the  5-percent-of-assets  limitation  in  this 
paragraph  if  the  investment  is 
authorized  by,  and  is  within  limitations 
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of,  provisions  of  this  Part  545  other  than 
this  section. 

(2)  In  determining  the  total  amount  of 
investments  subject  to  the  2-percent-of- 
assets  limitation  in  paragraph  (f](l).  the 
following  rules  shall  apply: 

(i)  A  reasonable  allowance  for 
depreciation  computed  under  the 
straight-line  method  may  be  deducted 
from  the  cost  of  improved  real  property 
or  investments  in  improved  real 
property  owned  by  the  association; 

(ii)  If  a  leasehold  interest  in  land  is 
acquired,  the  amount  of  the  investment 
a.s  to  rental  obligations  under  the  lease 
shall  be  determined  on  the  basis  of  the 
“{)resent  value  of  an  annuity  due,”  and 
for  the  purpose  of  such  determination, 
the  worth  of  money  shall  be  deemed  to 
be  6  percent:  and 

(iii)  The  investment  in  improvements 
to  land  in  which  the  association  has  a 
leasehold  interest  shall  be  the  cost  to 
the  association  of  the  improvement,  less 
reasonable  allowances  for  amortization 
computed  under  the  straight-line 
method. 

§  545.6-1 1  Loans  guaranteed  under  the 
Foreign  Assistance  Act  of  1961. 

(a)  General.  Without  regard  to  any 
other  section  of  this  Part,  a  Federal 
association  may  invest  in  any  of  the 
following  loans,  or  any  interest  therein: 

(1)  Housing  project  loans  with  any 
guaranty  under  section  221  of  the 
Foieign  Assistance  Act  of  1961,  as  in 
effect  before  December  30, 1969; 

(2)  Loans  with  any  guaranty  under 
section  224  of  that  Act,  as  in  effect 
before  December  30, 1969;  or 

(3)  Loans  with  any  guaranty  under 
section  221  or  222  of  that  Act.  as  in 
effect  after  December  29,  1969. 

(b)  Requirements.  No  association  may 
invest  in  any  loans,  or  interests  therein, 
under  this  section,  unless — 

(1)  The  loan  agreement  (i)  specifies 
what  constitutes  an  event  of  default, 
and  (ii)  provides  that  upon  default  in 
payment  of  principal  or  interest  under 
such  agreement,  the  entire  amount  of  the 
outstanding  indebtedness  thereunder 
shall  become  immediately  due  and 
payable,  at  the  lender's  option:  and 

(2)  The  contract  of  guaranty  (i)  covers 
100  percent  of  any  loss  of  investment 
thereunder,  except  for  any  portion  of  the 
loan  arising  out  of  fraud  or 
misrepresentation  for  which  the  party 
seeking  payment  is  responsible,  and  (ii) 
provides  that  the  guarantor  shall  pay  for 
any  such  loss  in  U.S.  dollars  within  a 
specified  reasonable  time  after  the  date 
of  application  for  payment. 

(c)  Percentoge-of-assets  limitation.  No 
Federal  association  shall  invest  in  any 
loan,  or  interest  therein,  under  this 


section  if,  as  a  result,  the  aggregate 
outstanding  principal  amount  of  such 
investments  of  the  association  and 
investments  made  under  §  545.9(h)  of 
this  Part  would  exceed  1  percent  of  its 
assets. 

§  545.6-12  Nonconforming  secured  loans 
and  loans  without  requirement  of  security. 

(a)  Definitions.  As  used  in  this 
section — 

(1)  The  terms  "scheduled  items”  and 
"specified  assets”  have  the  meanings 
prescribed  in  §§  561.15  and  561.17  of  this 
chapter. 

(2)  The  term  "residential  real 
property”  means  real  estate  (i)  improved 
by  a  structure(s)  designed  for  residential 
use,  and  (ii)  deriving  at  least  80  percent 
of  its  total  value  from  the  land  and 
improvements  attributable  to  such 
residential  use,  but  shall  not  include 
mobile  homes  or  the  real  estate  on 
which  they  are  situated. 

(b)  Loans  without  requirement  of 
security — general.  Without  regard  to 
any  other  provision  of  this  Part,  but 
subject  to  the  percentage-of-assets 
limitation  in  paragraph  (f).  a  Federal 
association  may,  after  its  board  of 
directors  adopts  such  a  loan  plan,  invest 
in  loans  of  the  following  type: 

(1)  Any  loans,  with  or  without 
security,  for  property  alteration,  repair, 
or  improvement,  or  for  equipping 
residential  real  property,  if  the  following 
requirements  are  niet: 

(i)  With  respect  to  the  same  property 
alteration,  repair,  or  improvement,  the 
net  proceeds  of  any  such  loan 
investment  made  under  this  paragraph 
(1)  do  not  exceed  $15,000; 

(ii)  With  respect  to  any  such  loan 
investment  for  equipping  residential  real 
property,  the  net  proceeds  of  the  loan 
investment  plus  the  aggregate  of  the 
unpaid  net  proceeds  of  all  other  of  the 
association’s  outstanding  equipping  loan 
investments  relating  to  the  same 
property,  made  under  this  paragraph  (1) 
do  not  exceed  $15,000; 

(iii)  The  property  is  located  in  the 
association's  regular  lending  area; 

(iv)  The  loan  is  evidenced  by  one  or 
more  written  evidences  of  debt; 

(v)  The  loan  is  repayable  in  equal 
weekly,  bi-weekly,  monthly,  bi-monthly, 
or  quarterly  installments  with  the  first 
installment  due  no  later  than  120  days 
from  the  date  the  loan  is  made  and  the 
final  installment  due  no  later  than  15 
years  and  32  days  from  such  date; 
except  that  if  the  principal  and  accrued 
interest  of  a  loan  are  at  least  80  percent 
guaranteed  by  the  Farmers  Home 
Administration  under  7  CFR  1980.301,  et 
seq.  the  loan  is  repayable  on  terms 
acceptable  to  the  guaranteeing  agency. 


However,  the  loan  contract  may  provide 
for  a  first  and/or  final  installment  in  an 
amount  other  than  that  of  the  regular 
installment,  but  such  installment  shall 
not  be  less  than  one-half  of,  nor  more 
than  one  and  one-half  times,  the  amount 
of  the  regular  installment;  and 

(vi)  Investment  in  a  loan  for  equipping 
residential  real  property  meets  the 
additional  percentage-of-assets 
limitation  in  paragraph  (f)(2). 

(2)  Any  loan  insured  under  title  I  of 
the  National  Housing  Act  and  any  home 
improvement  loan  insured  under  title  II 
of  that  Act.  if  the  property  to  which  such 
loan  relates  is  located  within  the 
association's  regular  lending  area. 

(3)  Any  unsecured  loan  insured  or 
guaranteed  under  the  Servicemen’s 
Readjustment  Act  of  1944  or  under 
chapter  37  of  title  38,  United  States 
Code. 

(c)  Loans  without  requirement  of 
security — for  construction  purposes.  (1) 
In  addition  to  loans  in  which  it  may 
invest  under  paragraph  (b),  after  its 
board  of  directors  adopts  such  a  loan 
plan,  an  association  meeting  the 
scheduled  items  requirements  and  net 
worth  requirements  of  paragraph  (e) 
may,  subject  to  the  percentage-of-assets 
limitation  in  paragraph  (f),  invest  in 
loans  directly  for  constructing,  adding 
to,  improving,  altering,  repairing, 
equipping,  or  furnishing  what  is  or  is  to 
become  residential  real  property,  where 
the  association  relies  substantially  for 
repayment  on  (i)  the  borrower’s  general 
credit  standing  and  forecast  of  income, 
with  or  without  other  security  or  (ii) 
other  assurances  of  repayment 
(including  a  third-party  guaranty  or 
similar  obligations). 

(2)  No  loan  shall  be  made  under  this 
paragraph  (c)  with  respect  to  residential 
real  property  located  outside  the 
association's  regular  lending  area. 

(3)  Such  loans  shall  be  fully 
documented  to  establish: 

(i)  The  purpose  of  the  loan; 

(ii)  The  source  and  reliability  of 
repayment: 

(iii)  The  reputation  and  proven 
capacity  of  the  borrower;  and 

(iv)  The  quality  of  the  security  interest 
in  any  security  for  the  loan  other  than 
real  estate. 

(4)  Additional  documentation  shall 
include: 

(i)  If  the  loan  is  for  a  business 
purpose,  full  financial  statements 
(audited  except  in  the  most  exceptional 
cases)  of  the  borrower  or  the  borrower’s 
predecessor  for  3  years  before  the  loan; 

(ii)  If  the  loan  is  for  a  business 
purpose,  income  forecasts,  projections, 
cash  flow  statements,  and  budgets; 
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(iii)  Anything  else  necessary  to 
establish  the  soundness  of  the  loan:  and 

(iv)  Controls  to  ensure  that  actions  on 
which  the  association  relies  are 
proceeding  as  scheduled. 

(5)  Loans  may  be  made  under  this 
section  for  financing  purchase  of 
modular  units  to  be  installed  by  the 
borrower,  including  financing  shipping, 
insurance,  and  similar  costs  related  to 
cash  purchase. 

(d)  Non-conforming  secured  Joans.  (1) 
A'Federal  association  meeting  the 
scheduled  items  requirements  and  net 
worth  requirements  of  paragraph  (e) 
may,  subject  to  the  percentage-of-assets 
limitations  in  paragraph  (f),  invest  in 
loans,  advances  of  credit,  ancFinterests 
therein,  secured  by  residential  real 
property  and  real  property  used  or  to  be 
used  for  commercial  farming  enterprises, 
w  hich  are  not  otherwise  authorized 
under  this  Part  because  of  the  following 
reasons: 

(1)  The  security  interest  is  not  a  first 
lien: 

(ii)  The  loan-to-value  ratio,  stated 
maturity,  or  loan  amount  exceeds 
maximum  prescribed  limits: 

(iii)  Lack  of  any  required  borrower 
certification  or  required  private 
mortgage  insurance: 

(iv)  Unavailability  of  the  percentage- 
of-assets  category  under  §  545.8-7;  or 

(v)  A  combination  of  such  factors. 

(2)  An  investment  made  under  this 
section  shall  be  fully  documented  to 
show  that  it  was  made  on  a  prudent 
basis. 

(3)  Investments  deemed  not  to  have 
been  made  under  this  subsection  include 
investments: 

(i)  Authorized  under  other  regulatory 
authority: 

(ii)  Made  under  authority  of  this 
section  but  later  authorized  to  be  made 
under  other  authority: 

(iii)  Made  under  other  authority  that 
was  subsequently  revoked. 

(4)  For  purposes  of  this  section,  a  loan 
will  be  deemed  unsecured  to  the  extent 
that  it  exceeds  the  value  or  purchase 
price  of  the  security  therefor,  whichever 
is  less,  at  the  time  the  investment  is 
made. 

(e)  Requirements  for  investment  under 
paragraphs  (c)  and  (d).  An  association 
may  invest  under  paragraphs  (c)  and  (d) 
only  if: 

(1)  Except  as  provided  in  paragraph 
(g),  it  has  scheduled  items  (other  than 
assets  acquired  in  a  merger  instituted 
for  supervisory  reasons)  not  exceeding 
2.5  percent  of  specified  assets:  and 

(2)  Its  net  worth  conforms  to  the 
requirements  of  §  563.13(b)  of  this 
chapter  (associations  insured  for  less 
than  2  years  must  meet  net-worth 


requirements  for  those  insured  for  2 
years). 

(f)  Percentage  of  assets  limitatians. 

An  association  shall  not  invest  under 
this  section  if  such  investment  would 
cause  the  association’s  aggregate 
investments  thereunder  to  exceed  any  of 
the  following  maximum  percentages  of 
the  association's  assets; 

(1)  Investments  under  paragraph  (b) — 
20  percent: 

(2)  Investments  in  equipping  leans 
under  paragraph  (b) — 5  percent; 

(3)  Investments  under  paragraph  (c) — 

2  percent,  plus  any  additional 
investment  authorized  under  paragraph 

(5): 

(4)  Investments  under  paragraph  (d) — 
2  percent,  plus  any  additional 
investment  authorized  under  paragraph 

(5). 

(5)  An  association  may  make  further 
investments  in  loans  under  paragraphs 
(c)  and  (d)  equal  to  one  percent  (or 
fraction  thereof)  of  assets  for  each 
percentage  point  (or  fraction  thereof)  of 
net  worth  in  excess  of  the  greater  of  (i)  5 
percent  of  withdrawable  accounts  or  (ii) 
net  worth  as  required  under  §  563.13(b). 
but  such  further  investment  shall  not 
cause  a  total  investment  in  excess  of  5 
percent  of  assets  in  such  loans. 

(g)  Exception  from  scheduled-items 
limitation  in  paragraph  (e).  An 
association  with  net  worth  of  at  least 
the  greater  of  (i)  5  percent  of 
withdrawable  accounts  or  (ii)  as 
required  under  §  563.13(b)  may  apply  to 
the  board  for  an  exception  from  the 
scheduled  items  limitation  in  paragraphs 
(c)  and  (d).  The  application  shall  be 
supported  by  appropriate  information 
evidencing  the  association's  sound 
investment.  lending,  appraisal,  and 
underwriting  policies  and  favorable 
operating  results;  it  shall  be  filed  with 
the  Principal  Supervisory  Agent,  with  a 
copy  to  the  Director.  Office  of  District 
Banks.  The  application  will  be  deemed 
approved  if,  after  30  calendar  days  from 
the  date  the  Principal  Supervisory  Agent 
receives  it,  the  Principal  Supervisory 
agent  has  not  notified  the  applicant  that 
approval  is  withheld.  If  such  approval  is 
withheld,  the  Principal  Supervisory 
Agent  shall  promptly  cause  the 
application  to  be  submitted  to  the  Board 
for  its  decision.  After  receiving  the 
application,  the  Principal  Supervisory 
Agent  may  request  additional 
information  but  need  not  consider  any 
such  information  received  less  than  5 
calendar  days  before  the  end  of  the  30 
day  period. 


§  545.6-}3  I  Redesignated  from  §  545.6- 
271 

§  545.6-27  (Redesignated  as  §  545.6-131 

llb.  Redesignate  §  545.6-27  as 
§  545.6-13. 

llc.  Revise  §§  545,7-545.7-3  to  read  as 
follows: 

Other  Loans 

§  545.7  Loans  on  savings  accounts. 

A  Federal  association  may  make  " 
loans  on  the  security  of  its  savings 
accounts,  whether  or  not  the  borrower  is 
the  owner  of  the  account,  if  the 
association  obtains  a  lien  on,  or  a 
pledge  of,  such  accounts  as  security 
therefor.  Such  a  loan  shall  not  exceed 
the  withdrawal  amount  of  the  savings 
account  and  shall  not  be  made  when  the 
association  has  any  unpaid  application 
for  withdrawal  on  file  more  than  30 
days. 

§  545.7-1  Loans  on  securities. 

A  Federal  association  may  invest  in 
loans  secured  by  obligations  of,  or  fully 
guaranteed  as  to  principal  and  interest 
by,  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States 
named  in  §  523.10(g)(3)  of  this  chapter  if; 

(a)  The  borrower  is  a  financial 
institution  insured  by  the  Federal 
Deposit  Insurance  Corporation  or  the 
Federal  Savings  and  Loan  Insurance 
Corporation,  or  is  a  broker  or  dealer 
registered  with  the  Securities  and 
Exchange  Commission:  and 

(b)  The  market  value  of  the  securities 
for  each  loan  at  least  equals  the  amount 
of  the  loan  at  the  time  it  is  made. 

§  545.7-2  Loans  and  investments  relating 
to  development  of  new  communities. 

(a)  General.  Notwithstanding  any 
other  provision  of  this  Part,  including 
any  percentage-of-assets  limitation,  a 
Federal  association  may  invest  in  loans 
or  obligations,  or  interests  therein, 
guaranteed  in  whole  or  in  part  or  as  to 
which  a  commitment  or  agreement  for 
any  such  guaranty  has  been  made  under 
the  New  Communities  Act  of  1968  or 
under  Part  B  of  the  Urban  Growth  and 
New  Community  Development  Act  of 
1970,  as  amended. 

§  545.7-3  Loans  to  and  investments  in 
business  development  credit  corporations 
and  State  housing  corporations. 

.Notwithstanding  any  other  provision 
of  this  Part,  a  Federal  association  whose 
general  reserves,  surplus,  and  undivided 
profits  aggregate  more  than  5  percent  of 
its  withdrawable  accounts  may  invest 
in,  lend  to,  or  commit  itself  to  lend  to  the 
following  entities  incorporated  in  the 
State  in  which  the  association's  home 
office  is  located,  in  the  same  manner 
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and  to  the  same  extent  as  the  statutes  of 
that  State  authorize  a  savings  and  loan 
association  organized  under  the  laws  of 
that  State  to  so  invest,  lend,  or  commit 
itself  to  lend: 

(a)  Business  development  credit 
corporation — the  aggregate  amount  of 
investments,  loans,  and  commitments  to 
such  a  corporation  outstanding  at  any 
time  shall  not  exceed  the  lesser  of  one- 
half  of  one  percent  of  the  total 
outstanding  loans  of  the  association  or 
$250,000  and: 

(b)  State  housing  corporation — the 
aggregate  outstanding  direct  investment 
in  equity  securities  made  by  the 
association  under  this  paragraph  (b) 
shall  not  exceed  one-fourth  of  one 
percent  of  the  association’s  assets  as  of 
the  time  of  the  investment,  and  the 
aggregate  outstanding  investment  in 
loans  and  loan  commitments  made  by 
the  association  under  this  paragraph  (b) 
shall  not  exceed  5  percent  of  its  net 
worth  as  of  the  time  of  the  investment. 
The  Board  may  approve,  on  a  case-by¬ 
case  basis,  written  requests  for  waiver 
of  the  5  percent  limitation. 

Loans  and  other  investments  made 
under  this  section  shall  not  be  included 
in  percentage-of-assels  limitations  under 
§  545.&-7. 

lid.  Sections  545.7-4  through  545.7-9 
are  added  as  follows: 

§  545.7-4  Educationa!  loans. 

(a)  Definitions  used  in  this  section — 

(1)  “College  or  university 
education” — education  at  an  institution 
which  provides  an  educational  program 
for  which  it  awards  a  bachelor's  or 
higher  degree,  or  provides  at  least  a  2- 
year  program  which  is  acceptable  for 
full  credit  toward  such  a  degree. 

(2)  “Vocational  education” — a  course 
of  study  or  training  designed  to  increase 
the  ability  of  a  person  to  obtain  or 
advance  in  employment  of  any  kind, 

(b)  A  Federal  association  may  invest 
in  loans,  obligations,  and  advances  of 
credit  (all  referred  to  herein  as  “loans") 
made  for  the  payment  of  expenses  of 
college  or  university  education  or  of 
vocational  education,  if  the  principal 
amount  of  the  investment  and  of  all 
other  investments  in  loans  under  this 
section,  exclusive  of  any  investment 
which  is,  or  which  at  the  time  of  its 
making  was,  otherwise  authorized, 
would  not  exceed  5  percent  of  the 
association's  assets.  The  borrower  shall 
certify  to  the  association  that  the  loan 
proceeds  are  to  be  used  solely  by  a 
student  for  payment  of  such  expenses. 
The  loan  may  be  secured,  partly 
secured,  or  unsecured,  and  the 
association  may  require  a  co-maker(s), 
insurance,  guaranty  under  a 


governmental  student  loan  guarantee 
plan,  or  other  protection. 

§  545.7-5  Insured  loans  for  title  purchase. 

Without  regard  to  any  other  provision 
of  this  Part,  a  Federal  association  may 
invest  in  loans,  or  interests  therein, 
made  for  financing  the  purchase  by 
homeowners  of  fee  simple  title  to 
property  on  which  their  homes  are 
located  and  as  to  which  the  association 
has  benefit  of  insurance  under  section 
240  of  the  National  Housing  Act,  as 
amended,  or  of  a  commitment  or 
agreement  for  such  insurance. 

§  545.7-6  Mobile  home  financing. 

(a)  Definitions  used  in  this  Part — 

(1)  “Mobile  home" — a  movable 
dwelling  constructed  in  one  or  more 
units  to  be  occupied  on  land,  having  a 
minimum  width  of  10  feet,  a  minimum 
area  of  400  square  feet,  and  living 
facilities  for  year  round  occupancy  by 
one  family  including  permanent 
provision  for  eating,  sleeping,  cooking, 
and  sanitation. 

(2)  “Mobile  home  chattel  paper” — 
written  evidence  of  a  monetary 
obligation  secured  by  a  first  lien  on  one 
or  more  mobile  homes  and  any 
equipment  installed  or  to  be  installed 
therein. 

(b)  General.  A  Federal  association 
may,  after  its  board  of  directors  adopts 
a  mobile  home  financing  plan,  invest  in 
mobile  home  chattel  paper  (make  or 
purchase  whole  loans  or  installment 
sale  contracts  on  mobile  homes). 

(c)  Percent-of-assets  limitation. 
Investment  may  be  made  under  this 
section  only  if  the  amount  of  the 
investment  and  all  other  such 
investments  then  outstanding  does  not 
exceed  10  percent  of  the  association's 
assets  at  the  time  of  the  investment. 

(d)  Inventory  financing.  Such 
investment  may  finance  acquisition  of 
inventory  by  a  mobile  home  dealer  only 
if: 

(1)  The  inventory  is  to  be  held  for  sale 
in  the  ordinary  course  of  business  by  the 
dealer  within  the  association's  regular 
lending  area;  and 

(2)  The  monetary  obligation  evidenced 
by  the  chattel  paper  is  the  dealer's 
obligation  and  the  amount  thereof  does 
not,  except  as  otherwise  provided  in 
paragraph  (f).  exceed: 

(i)  for  new  mobile  homes,  the  total  of 
(A)  100  percent  of  the  manufacturer’s 
invoice  price  of  each  mobile  home 
(including  any  installed  equipment), 
excluding  freight,  and  (B)  100  percent  of 
the  manufacturer’s  invoice  price  of  any 
new  equipment  to  be  installed  in  the 
mobile  home  by  the  dealer,  excluding 
freight:  or 


(ii)  for  used  mobile  homes.  90  percent 
of  the  wholesale  value  of  each  such 
used  mobile  home  (including  any 
installed  equipment)  as  established  in 
the  dealer’s  market. 

(e)  Retail  financing.  An  association 
may  invest  in  any  retail  mobile  home 
chattel  paper  if  the  association's 
investment  is  insured  or  quaranteed,  or 
the  association  has  a  commitment  for 
such  insurance  or  guarantee,  under  the 
National  Housing  Act  or  Chapter  37  of 
Title  38,  United  States  Code,  as 
amended,  and  if  arrangements  have 
been  made  for  satisfactoTy  local 
servicing  of  such  chattel  paper.  The 
association  may  invest  in  other  retail 
mobile  home  chattel  paper  only  if: 

(1)  The  mobile  home  is  to  be 
maintained  as  a  residence  of  the  owner 
(or  beneficial  owner),  or  a  relative  of 
such  owner: 

(2)  The  mobile  home  is  located  when 
the  association  invests  in  the  chattel 
paper,  or  is  to  be  located  within  90  days 
thereafter,  at  a  mobile  home  park  or 
other  semi-permanent  site  within  the 
association’s  regular  lending  area; 

(3)  The  amount  of  the  monetary 
obligation  evidenced  by  the  chattel 
paper  (exclusive  of  any  time  price 
differential  or  any  interest,  whether  on 
an  add-on,  discount,  or  other  gross 
charge  basis)  does  not.  except  as 
paragraph  (f)  otherwise  provides, 
exceed  the  total  of: 

(i)  the  cost  of  appropriate  insurance 
for  protection  of  the  association  and  the 
owner  (or  beneficial  owner)  of  the 
mobile  home; 

(ii)  any  sales  or  similar  tax  applicable 
to  the  retail  purchase  of  the  mobile 
home:  and 

(iii)  for  a  new  mobile  home,  (A)  100 
percent  of  the  manufacturer’s  invoice 
price  of  the  mobile  home  (including  any 
installed  equipment),  excluding  freight, 
(B)  100  percent  of  the  invoice  price  of 
the  manufacturer  of  any  new  equipment 
installed  or  to  be  installed  by  the  dealer, 
excluding  freight,  and  (C)  an  amount  not 
exceeding  10  percent  of  those  amounts: 
or 

(iv)  For  a  used  mobile  home,  100 
percent  of  its  wholesale  value  (including 
any  installed  equipment)  as  established 
in  the  dealer’s  market  by  use  of  a 
valuation  guide  or  appraisal;  and 

(4)  The  monetary  obligation  evidenced 
by  such  chattel  paper  is  to  be  paid  in 
substantially  equal  monthly  installments 
within  the  following  time  limits: 

(i)  If  the  mobile  home  is  new,  up  to  12 
years  (15  years  for  a  mobile  home 
having  a  minimum  area  of  900  square 
feet)  from  the  date  of  the  association’s 
investment  in  the  chattel  paper;  or 
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(ii)  if  the  mobile  home  is  used,  up  to 
the  later  of  (A)  1  year  from  the  date  of 
the  association’s  investment  in  the 
chattel  paper  or  (B)  12  years  from  the 
model  year  of  the  mobile  home. 

(f)  Geographic  exception,  a  new 
mobile  home  or  new  equipm.ent  to  be 
installed  by  a  mobile  home  dealer  in  a 
mobile  home  is  shipped  to  a  mobile 
home  dealer  in  Alaska,  Guam,  Hawaii, 
Puerto  Rico,  or  the  Virgin  Islands  from 
outside  those  areas,  the  monetary 
obligation  referred  to  in  paragraphs 
(d)(2)  and  (e)(3)  of  this  section  may 
include,  in  addition  to  the  amount 
specified  therein,  an  amount  not 
exceeding  80  percent  of  freight  on  such 
shipment. 

(g)  Sound  investment  practices. 
Investments  under  this  section  shall  be 
made  in  conformity  with  sound 
practices  for  such  investment.  The 
chattel  paper  shall  include  provisions 
for  protection  of  the  association 
specifically  with  respect  to  insurance, 
taxes,  other  governmental  levies, 
maintenance  and  repairs,  and  for  other 
protection  that  is  lawful  or  appropriate. 
The  association  may  pay  taxes  or  other 
governmental  levies,  insurance 
premiums,  or  other  similar  charges  to 
protect  its  security  interest,  and  may, 
when  law'ful.  add  such  payments  to  the 
monetary  obligation  evidenced  by  the 
chattel  paper.  The  association  shall 
seasonably  perfect  is  security  interest 
under  applicable  law. 

§  545.7-7  Purchase  of  participation 
interests  in  mobile  home  chattel  paper. 

(a)  General.  A  Federal  association 
may  purchase,  within  the  10-percent-of- 
assets  limitation  in  §  545.7-6(c),  a 
participation  interest  in  retail  mobile 
home  chattel  paper  which  meets  all 
requirements  of  §  545.7-6(e)  excppt  the 
lending  area  requirement  in  paragraph 
(2)  thereof,  if: 

(1)  The  seller  of  the  participation 
interest  is  an  institution  whose  accounts 
or  deposits  are  insured  by  the  Federal 
Savings  and  Loan  Insurance 
Corporation  or  the  Federal  Deposit 
Insurance  Corporation  which  remains 
responsible  for  servicing  the  chattel 
paper; 

(2)  The  seller  maintains  at  least  a  50 
percent  interest  in  the  chattel  paper;  and 

(3)  The  chattel  paper  is  secured  by  a 
mobile  home  located,  or  to  be  located 
w'ithin  90  days  thereafter,  at  a  mobile 
home  park  or  other  semipermanent  site 
within  100  miles  of  the  home  office  or  a 
branch  office  of  the  seller. 

(b)  Failure  to  meet  requirements.  If 
any  requirement  of  paragraphs  (a)(1) 
and  (2)  of  this  section  ceases  to  be  met. 
the  association  shall  dispose  of  its 


participation  interest  within  90  days 
after  learning  that  fact,  unless  it  has. 
before  the  90-day  period  expires, 
obtained  written  approval  of  the  Board 
to  maintain  the  investment  for  a  longer 
period. 

§  545.7-8  Sale  of  mobile  home  chattel 
paper. 

All  mobile  home  chattel  paper  and 
participation  interests  therein  sold  by  a 
Federal  association  shall  be  sold 
without  recourse  (as  defined  with 
reference  to  a  loan  in  §  561.8  of  this 
chapter). 

§  545.7-9  Collateral  loans. 

An  association  may  make  collateral 
loans,  secured  by  assignment  of  real 
estate  loans,  only  if: 

(a)  The  association  could,  under 
applicable  law  and  regulations,  make  or 
purchase  at  par  each  assigned  loan, 
based  on  a  current  association 
appraisal; 

(b)  The  amount  of  the  collateral  loan 
does  not  exceed  at  any  time  90  percent 
of  the  aggregate  unpaid  balance  of  the 
assigned  loans; 

(c)  The  assignment  to  the  association 
provides  that; 

(1)  All  payments  of  principal  and 
interest  on  the  assigned  loans  shall  be 
made  directly  to  the  association  and 
applied  to  the  outstanding  unpaid 
balance  of  the  collateral  loan;  and 

(2)  A  default  on  any  assigned  loan 
shall  constitute  a  default  on  the 
collateral  loan  and  permit  acceleration 
of  the  collateral  loan's  maturity;  and 

(d)  The  assignment  is  properly 
recorded  and  prior  to  any  other  lien  of 
record  on  the  assignor's  interest  in  the 
assigned  loans. 

lie.  A  new'  center  heading  is  added 
just  before  §  545.8.  Section  545.8-545.8-3 
are  revised. 

General  Provisions  Respecting  Loans 

§  545.8  Participations. 

(a)  General.  Subject  to  §  545.8-7.  a 
Federal  association  may  paracipate 
with  an  approved  lender  (as  defined  in 
§  563.9(g)  of  this  chapter)  in  making  a 
loan  secured  by  real  estate  or  may 
purchase  a  participation  interest  in  such 
a  loan  from  such  a  lender,  if  the 
association  could  make  the  loan 
(counting  only  the  association's  interest 
in  the  loan  toward  percentage-of-assets 
or  other  percentage  limitations).  The 
association  may  sell  a  participation 
interest  in  a  loan  secured  by  real  estate. 
(See  also  Part  563  of  this  chapter 
regarding  participations.) 

(b)  Exception.  Investments  in  urban 
renewal  loans  under  §  545.6-10(b)  may 
be  made  in  participation  with  other  than 


approved  lenders,  as  §  545.6-10(e) 
permits. 

(c)  Board  approval.  A  Federal 
association  may  engage  in  a 
participation  transaction  not  permitted 
by  paragraph  (a)  only  after  receiving 
written  approval  from  the  Board.  A  loan 
in  which  the  association,  with  such 
approval,  participates  or  purchases  a 
participation  interest  may  be  repayable 
in  accordance  with  the  approval, 
notwithstanding  any  other  provision  of 
this  Part. 

§  545.8-1  Purchase  of  loans. 

(a)  General.  A  Federal  association 
may  purchase  any  loan  it  may  make, 
unless  expressly  prohibited  by  other 
provisions  of  this  Part,  and  may 
purchase  any  insured  loan  regardless  of 
the  location  of  the  security  property  at 
an  investment  of  no  more  than  the  sum 
of  (1)  $60,000  ($90,000  for  dwellings  in 
Alaska,  Guam,  or  Hawaii)  for  each 
single-family  dwelling.  (2)  an  amount 
per  dw’elling  unit  within  limits 
prescribed  in  or  under  section  207(c)(3) 
of  the  National  Housing  Act,  as 
amended,  and  (3)  the  percentage  of 
value  acceptable  to  the  insuring  agency 
of  any  part  of  the  security  property  not 
attributable  to  dwelling  use. 

(b)  Purchase  from  Federal  Savings 
and  Loan  Insurance  Corporation.  In 
addition  to  loans  purchased  under 
paragraph  (a),  an  association  may, 
without  regard  to  any  other  provision  of 
this  Part  except  §  545.8-7,  purchase  from 
the  Federal  Savings  and  Loan  Insurance 
Corporation  any  loan  on  the  security  of 
a  first  lien  on  improved  real  estate  if  a 
portion  of  the  loan  is  guaranteed  by 
such  Corporation  under  a  guaranty 
contract  made  by  such  Corporation  with 
the  purchasing  association. 

§  545.8-2  Initial  loan  charge. 

Except  as  provided  in  §  563.35(d)  of 
this  chapter,  a  Federal  association  may 
require  a  borrower  to  pay  necessary 
initial  charges  connected  with  making  a 
loan,  including  the  actual  costs  of  title 
examination,  appraisal,  credit  report, 
survey,  drawing  of  papers,  loan  closing, 
and  other  necessary  incidental  services 
and  costs,  in  such  reasonable  amounts 
as  the  board  of  directors  may  fix.  The 
association  may  collect  the  charges  from 
the  borrower  and  pay  the  persons 
rendering  services. 

§  545.8-3  Loan  contract 

(a)  Required  and  authorized 
provisions.  Each  loan  shall  be  evidenced 
by  note,  bond,  or  other  instrument  and 
be  secured  by  a  security  instrument 
which  is  consistent  with  sound  lending 
practices.  Loan  instruments  shall 
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comply  with  applicable  provisions  of 
law,  governmental  rules  and  regulations, 
and  the  association’s  charter  and 
bylaws,  and  provide  for  full  protection 
to  the  Federal  association.  They  shall  be 
recorded  and,  among  other  protections, 
shall  provide  specifically  for  full 
protection  with  respect  to  insurance, 
taxes,  assessments,  other  governmental 
levies,  maintenance,  and  repairs.  They 
m.ay  provide  for  an  assignment  of  rents. 
The  association  may  pay  taxes, 
assessments,  insurance  premiums,  and 
other  similar  charges  for  protection  of  its 
interest  in  the  security  property.  If  such 
payments  are  consistent  with  this  Part, 
they  may  be  added  to  the  unpaid 
balance  of  the  loan.  The  association 
may  require  life  insurance  to  be 
assigned  to  it  by  the  borrower  as 
additional  collateral  for  a  loan  on  the 
security  of  real  estate.  It  may  advance 
premiums  on  such  life  insurance  and,  if 
consistent  with  this  Part,  add  the 
premiums  so  advanced  to  the  unpaid 
balance  of  the  loan.  A  Federal 
association  shall  keep  a  record  of  the 
status  of  taxes,  assessments,  insurance 
premiums,  and  other  charges  on  all  real 
estate  on  which  it  has  loans  or  which  it 
owns. 

(b)  Escrow  accounts.  An  association 
may  require  that  all  or  any  part  of  the 
estimated  annual  taxes,  assessments, 
insurance  premiums,  and  other  charges 
on  any  loan  be  paid  in  advance  to  the 
association  in  addition  to  interest  and 
principal  payments  on  the  loan,  to 
enable  the  association  to  pay  such 
charges  as  they  become  due.  With 
regard  to  any  loan  on  the  security  of  a 
home,  made  in  whole  or  in  part  by  the 
association,  the  association  shall  not 
require  that  the  borrower: 

(1)  Deposit  in  any  escrow  account 
established  to  assure  payment  of  taxes, 
assessments,  insurance  premiums,  and 
other  charges,  before  or  on  the  date  of 
settlement,  an  aggregate  sum  in  excess 
of — 

(i)  In  any  jurisdiction  where  such 
charges  are  postpaid,  the  total  amount 
of  such  charges  which  will  actually  be 
due  and  payable  on  the  date  of 
settlement  and  the  pro  rata  portion 
thereof  which  has  accrued,  plus  one- 
twelfth  of  the  estimated  total  amount  of 
such  charges  which  will  become  due 
and  payable  during  the  twelve-month 
period  beginning  on  the  date  of 
settlement:  or 

(ii)  In  any  jurisdiction  where  such 
charges  are  prepaid,  a  pro  rata  portion 
of  the  estimated  charges  corresponding 
to  the  number  of  months  from  the  last 
date  of  payment  to  the  date  of 
settlement  plus  one-twelfth  of  the 
estimated  total  amount  of  such  charges 


which  will  become  due  and  payable 
during  the  twelve-month  period 
beginning  on  the  date  of  settlement;  or 

(2]  Deposit  in  any  such  escrow 
account  in  any  month  beginning  after 
the  date  of  settlement  a  sum  (for  the 
purpose  of  assuring  payment  of  such 
charges)  in  excess  of  one-twelfth  of  the 
total  amount  of  estimated  charges  which 
will  become  due  and  payable  during  the 
twelve-month  period  beginning  on  the 
first  day  of  such  month,  except  that,  if 
the  association  determines  there  will  be 
a  deficiency  on  the  due  date,  it  may 
require  additional  monthly  deposits  of 
pro  rata  portions  of  the  deficiency 
corresponding  to  the  number  of  months 
from  the  date  of  the  association’s 
determination  of  such  deficiency  to  the  ’ 
date  upon  which  such  charges  become 
due  and  payable. 

(c)  Payment  of  interest  on  escrow 
accounts.  (1)  An  association  shall  pay 
interest  on  an  escrow  account 
maintained  in  connection  with  a  loan,  if: 

(1)  The  loan  is  on  the  security  of  a 
single-family  dwelling  occupied  or  to  be 
occupied  by  the  borrower; 

(ii)  The  loan  was  made  after  June  15, 
1975,  and  no  bona  fide  loan  commitment 
was  made  before  that  date;  and 

(iii)  A  specific  statutory  provision(s) 
of  the  State  in  which  the  security 
property  is  located  generally  requires 
State-chartered  savings  and  loan 
associations,  mutual  savings  banks,  and 
similar  institutions  to  pay  such  interest. 

(2)  The  interest  rate  shall  at  least 
equal  the  rate  required  for  such  State- 
chartered  institutions  but  shall  not 
exceed  the  rate  the  Federal  association 
pays  on  regular  accounts. 

(3)  Unless  obligated  by  contract,  a 
Federal  association  shall  have  no 
obligation,  other  than  under  this 
paragraph  (c),  to  pay  interest  on  escrow 
accounts. 

(d)  Late  charges.  An  association’s 
loan  instruments  may,  as  a  matter  of  , 
contract  between  it  and  the  borrower, 
provide  for  assessment,  imposition,  and 
collection  of  a  late  charge  respecting 
payment  of  any  delinquent  periodic 
installment  payment.  The  charge  may  be 
in  the  form  of  an  increased  rate  of 
interest  on  the  unpaid  balance  of  the 
loan  (or  a  part  thereof)  for  the  period  of 
delinquency,  a  percentage  of  the 
delinquent  periodic  installment  payment 
(or  a  part  thereof),  a  fixed  dollar 
amount,  or  such  other  form  as  may  be 
necessary  and  appropriate  to  fully 
protect  the  association.  No  form  of  such 
late  charge  shall  be  considered  as 
interest  to  the  association.  The 
association  shall  not  deduct  late  charges 
from  regular  periodic  installment 
payments  on  the  loan,  but  shall  collect 


them  as  such  from  the  borrower.  Except 
as  provided  in  paragraph  (e)  of  this 
section  regarding  loans  made  after  July 
31, 1976,  on  the  security  of  a  home 
occupied  or  to  be  occupied  by  the 
borrower,  assessment,  imposition,  and 
collection  of  such  late  charges  shall  be 
exclusively  governed  by  the  terms  of  the 
loan  contract.  Collection  of  a  late  charge 
shall  not  impair,  alter,  or  abrogate  any 
other  right  of  the  association  granted  by 
contract  or  law  respecting  delinquent 
installment  payments. 

(e)  Limitations  on  late  charges.  (1) 
With  respect  to  any  loan  made  after  July 
31, 1976,  on  the  security  of  a  home 
occupied  or  to  be  occupied  by  the 
borrower,  no  late  charge,  regardless  of 
form,  shall  be  assessed  or  collected  by  a 
Federal  association: 

(1)  As  to  any  periodic  installment 
payment  received  by  it  within  15  days 
after  the  due  date  of  such  payment  (if 
such  period  ends  on  a  weekend  or 
holiday  it  shall  be  extended  to  the  next 
business  day); 

(ii)  In  a  dollar  amount  exceeding  5 
percent  of  the  aggregate  amount  of 
principal  and  interest  included  in  the 
delinquent  periodic  installment  payment 
and  in  no  case  exceeding  the  amount 
prescribed  in  the  loan  contract; 

(iii)  Unless  any  monthly  billing, 
coupon,  or  notice  the  association  may 
provide  regarding  installment  payments 
due  on  the  loan  discloses  the  date  after 
which  the  charge  may  be  assessed:  or 

(iv)  More  than  one  time  for  late 
payment  of  the  same  installment. 

(2)  Any  installment  payment  made  by 
the  borrower  shall  be  applied  to  the 
longest  outstanding  installment  due. 

(3)  A  Federal  association,  in  an 
appropriate  case,  may  elect  to  waive  all 
or  any  portion  of  an  authorized  late 
charge. 

(f)  Due-on-sale  clauses.  An 
association’s  loan  instruments  may,  as  a 
matter  of  contract  between  it  and  the 
borrower,  provide  for  the  association,  at 
its  option,  to  declare  immediately  due 
and  payable  sums  secured  by  such 
instrument  if  all  or  part  of  the  real 
property  securing  the  loan  is  sold  or 
transferred  by  the  borrower  without  the 
association’s  prior  written  consent. 
Except  as  provided  in  paragraph  (g)  of 
this  section  with  respect  to  loans  made 
after  July  31. 1976,  on  the  security  of  a 
home  occupied  or  to  be  occupied  by  the 
borrower,  exercise  by  the  association  of 
such  option  (hereafter  called  a  due-on- 
sale  clause)  shall  be  exclusively 
governed  by  the  terms  of  the  loan 
contract,  and  all  rights  and  remedies  of 
the  association  and  borrower  shall  be 
fixed  and  governed  by  that  contract. 
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(g)  Limitations  on  the  exercise  of  due- 
on-sale  clauses.  With  respect  to  any 
loan  made  after  July  31, 1976,  on  the 
security  of  a  home  occupied  or  to  be 
occupied  by  the  borrower,  a  Federal 
association  (1)  shall  not  exercise  a  due- 
on-sale  clause  because  of  (i)  creation  of 
a  lien  or  other  encumbrance  subordinate 
to  the  association’s  security  instrument, 

(ii)  creation  of  a  purchase  money 
security  interest  for  household 
appliances;  (iii)  transfer  by  device, 
descent,  or  operation  of  law  on  the 
death  of  a  joint  tenant;  or  (iv)  granting  of 
a  leasehold  interest  of  three  years  or 
less  not  containing  an  option  to 
purchase;  (2)  shall  not  impose  a 
prepayment  charge  or  equivalent  fee  for 
acceleration  of  the  loan  by  exercise  of  a 
due-on-sale  clause;  and  (3)  waives  its 
option  to  exercise  a  due-on-sale  clause 
as  to  a  specific  transfer  if,  before  the 
transfer,  the  association  and  the  person 
to  whom  the  property  is  to  be  sold  or 
transferred  (the  existing  borrower’s 
successor  in  interest)  agree  in  writing 
that  the  person’s  credit  is  satisfactory  to 
the  association  and  that  interest  on 
sums  secured  “by  the  association’s 
security  interest  will  be  payable  at  a 
rate  the  association  shall  request.  Upon 
such  agreement  and  resultant  waiver  the 
association  shall  release  the  existing 
borrower  from  all  obligations  under  the 
loan  instruments,  and  the  association  is 
deemed  to  have  made  a  new  loan  to  the 
existing  borrower’s  successor  in 
interest. 

i.  New  §  §  545.8-4  through  545.8-11  are 
added  to  read  as  follows: 

§  545.8-4  Servicing  of  loans. 

A  Federal  association  may,  except  as 
otherwise  limited  by  regulation,  service 
any  loan  which  it  owns  or  in  which  it 
has  a  participation  interest.  It  m.ay  also 
service  for  others  any  loan  in  which — 

(a)  It  has  owned  any  interest  at  any 
time: 

(b)  Any  of  its  members  owns  any 
interest: 

(c)  A  service  corporation  of  tlie 
association  owns  any  interest; 

(d)  The  Federal  Savings  and  Loan 
Insurance  Corporation,  the  Federal 
Home  Loan  Mortgage  Corporation,  the 
Federal  National  Mortgage  Association, 
or  the  Government  National  Mortgage 
Association  has  owned  any  interest  at 
any  time: 

(e)  The  Federal  Savings  and  Loan 
Insurance  Corporation  holds  any 
interest  as  conservator,  receiver,  or 
other  legal  custodian  of  an  institution  it 
insures  (whether  or  not  the  institution  is 
in  default); 

(f)  An  institution  insured  by  such 
Corporation  owns  any  interest  acquired 


under  §  563.9  or  §  563.9-1  of  this 
chapter:  or 

(g)  Total  proceeds  were  disbursed, 
and  sole  ownership  is  retained,  by  a 
public  housing  corporation,  or  a  not-for- 
profit  private  organization,  established 
or  chartered  by  any  Slate  or  political 
subdivision  thereof  (including  the 
District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  and  the 
possessions  of  the  United  States)  if:  (1) 
the  principal  office  or  a  branch  office  of 
such  association  is  located  in  such  State 
or  political  subdivision;  (2)  the  sole 
purpose  of  such  corporation  or 
organization  is  to  provide  directly  or 
indirectly  for  housing  and  incidental 
services,  including  financing, 
particularly  for  families  of  low  or 
moderate  income:  and  (3)  undertaking  to 
service  such  loan  will  not  cause  the  total 
outstanding  balance  of  all  such  loans 
serviced  by  such  association  to  exceed 
25  percent  of  its  mortgage  portfolio. 

§  545.8-5  Loan  payments. 

(a)  Initial  payments  on  monthly 
installment  basis  and  flexible  payment 
loans.  Payments  on  loans  made  under 
§§  545.6-2  and  545.6-3(a)  shall  begin  not 
later  than  60  days  after  the  loan  is 
disbursed.  If  such  loans  include 
construction,  substantial  alteration, 
repair,  or  improvement  loans,  payments 
may  begin  not  later  than  36  months  (18 
months  for  loans  secured  by  real  estate 
consisting  solely  of  one  or  more  homes 
or  combination  of  home  and  business 
property)  after  the  date  of  the  first 
disbursement,  and  interest  shall  be 
payable  at  least  semiannually  until 
regular  periodic  payments  become  due. 

(b)  Loan  payments  and  prepayments. 
Payments  on  the  principal  indebtedness 
of  all  loans  on  real  estate  shall  be 
applied  directly  to  reduction  of  such 
indebtedness,  but  prepayments  made  on 
an  installment  loan  may  be  reapplied 
from  time  to  time  wholly  or  partly  to 
offset  payments  which  subsequently 
accrue  under  the  loan  contract.  A 
borrower  on  a  loan  secured  by  a  home 
or  combination  of  home  and  business 
property  may  prepay  the  loan  without 
penalty  unless  the  loan  contract 
expressly  provides  for  a  prepayment 
penalty.  The  prepayment  penalty  for  a 
loan  secured  by  a  home  occupied  or  to 
be  occupied  in  whole  or  in  part  by  a 
borrower  shall  not  be  more  than  6 
months’  advance  interest  on  that  part  of 
the  aggregate  amount  of  all  prepayments 
made  on  such  loan  in  any  12  month 
period  w'hich  exceeds  20  percent  of  the 
original  principal  amount  of  the  loan. 


§  545.8-6  Lending  area. 

A  Federal  association’s  regular 
lending  area  consists  of  the  area;  (a) 
within  the  State  in  which  the 
association’s  home  office  is  located;  (b) 
outside  that  State  but  within  100  miles 
of  the  association’s  home  office;  and  (c) 
in  the  case  of  a  Federal  association 
converted  from  a  State-chartered 
institution,  outside  the  areas  specified  in 
(a)  and  (b)  but  within  which  the 
association  made  loans  before  its 
conversion.  An  association  desiring  to 
make  loans  in  areas  (counties,  parishes, 
or  other  political  subdivisions  of  the 
State)  prescribed  in  (c)  shall  provide  the 
Board  a  map  showing  those  areas. 

§  545.8-7  Percentage  limitation  on  real 
estate  loan  investments. 

(a)  Loan  investments  not  subject  to 
percentage  limitation.  The  following 
investments  by  a  Federal  association  in 
loans  on  the  security  of  real  estate  shall 
not  be  subject  to  any  percentage-of- 
assets  or  percentage-of-savings- 
accounls  limitation: 

(1)  A  loan  secured  by  a  single  family 
dwelling,  or  a  home  or  combination  of 
home  and  business  property,  except  a 
loan; 

(1)  Secured  by  property  located 
beyond  the  association’s  regular  lending 
area; 

(ii)  in  excess  of  $60,000  for  any  single 
family  dwelling  ($90,000  for  single¬ 
family  dwellings  in  Alaska,  Guam,  or 
Hawaii),  to  the  extent  of  such  excess: 

(iii)  in  excess  of  the  amount 
prescribed  in  or  under  section  207(c)(3) 
of  the  National  Housing  Act  for  any 
dwelling  unit  in  a  home  or  combination 
of  home  and  business  property  which  is 
not  a  single-family  dwelling,  to  the 
extent  of  such  excess: 

(iv)  to  facilitate  a  trade-in  or  excliange 
under  §  545.6-3(d)(4): 

(v)  on  a  single-family  dwelling  made 
under  §  §  545.6-2(a)  (2)  or  (3),  as  long  as 
the  loan  is  in  excess  of  80  percent  of  the 
value  or  purchase  price  of  the  security 
property,  determined  at  the  time  the 
loan  was  made,  whichever  is  less: 

(2)  A  guaranteed  loan  (without  regard 
to  the  location  of  the  security  property) 
in  any  amount  if  at  least  20  percent  of 
the  loan  is  guaranteed: 

(3)  An  insured  loan  which  is 
purchased  (without  regard  to  the 
location  of  the  security  property)  and 
which  does  not  exceed  (1)  $60,000  for  a 
single-family  dwelling  or  (ii)  the  amount 
prescribed  in  or  under  section  207(c)(3) 
of  the  National  Housing  Act  for  any 
dwelling  unit  in  any  home  or 
combination  of  home  and  business 
property  which  is  not  a  single-family 
dwelling: 


Federal  Register  /  Vol.  44,  No.  129  /  Tuesday,  July  3,  1979  /  Rules  and  Regulations 


39131 


(4)  An  insured  loan  to  finance  land 
development  under  §  545.6-7; 

(5)  A  loan  guaranteed  under  the  New 
Communities  Act  of  1968  made  under 

§  545.7-2; 

(6)  A  participation  interest  in  any 
insured  or  guaranteed  loan  (without 
regard  to  the  location  or  type  of  the 
security  properly),  and  a  participation 
interest  in  any  loan  specified  in 
paragraphs  (1)  through  (5)  of  this 
paragraph  (a)  to  the  extent  such  loan  is 
not  subject  to  any  percentage  limitation; 
and 

(7)  A  loan,  or  participation  interest  in 
a  loan,  on  the  security  of  other  dwelling 
units,  including  homes,  and  business 
property  involving  only  minor  or 
incidental  business  use — 

(1)  if  the  security  property  is  located 
within  the  association’s  regular  lending 
area;  and 

(ii)  to  the  extent  that  the  amount  of 
such  loan  does  not  exceed,  for  any 
dwelling  unit  therein,  the  amount 
prescribed  in  or  under  section  207(c)(3) 
of  the  National  Housing  Act. 

(b)  Percentage  limitations  for  specific 
types  of  loans.  (1)  Loan  investments 
made  under  sections  containing  specific 
percentage  limitations  shall  be  subject 
to  those  limitations.  Those  sections  are; 

§  545.6-2(a)(2)  and  (3)  (loans  on  single¬ 
family  or  two  family  dwellings),  §  545.6- 
3(d)(4)  (loans  to  facilitate  trade-in  or 
exchange),  §  545.6-5  (developed  building 
lot  loans),  §  545.6-6  (land  acquisition 
and  development  loans),  §  545.6-8 
(loans  for  housing  for  the  aging),  §  545.6- 
10  (urban  renewal  loans),  §  545.6-11 
(loans  guaranteed  under  the  Foreign 
Assistance  Act  of  1961)  and  §  545.6- 
12(d)  (non-conforming  secured  loans), 
545,6-13  (Farmers  Home  Administration 
Rural  flousing  Program  guaranteed 
loans).  However,  whenever  the  terms  of 
a  loan  investment  under  §§  545.6-8, 
.545.6-10,  545.6-12(d)  or  545.6-13  meet 
the  requirements  for  a  loan  under 
§§  545.6-2  or  545.6-3,  the  loan  may  be 
allocated  to  the  applicable  percentage- 
limitation  category  in  paragraph  (c)  of 
this  section,  and  if  the  loan  meets  the 
requirements  of  paragraph  (a)  of  this 
section,  it  shall  not  be  allocated  to  any 
percentage-limitation  category.  A  loan 
investment  under  §  545.6-2(a)(2)  or  (3)  (a 
loan  on  a  single-family  or  two-family 
dwelling  in  excess  of  80  percent  of 
value)  within  the  association’s  regular 
lending  area  may  be  released  from  its 
perentage-limitation  category  when  the 
loan  balance  has  been  reduced  to  not 
more  than  the  percent  of  value  permitted 
under  the  applicable  provision. 

(2)  A  loan  investment  under  §  545.6- 
2(b)(2)  on  a  cooperative  housing  project 
may  be  released  from  the  percentage- 


limitation  categories  of  §  545.6-2(a)(2) 
and  (3)  when  the  loan  balance  has  been 
reduced  to  not  more  than  the  value 
permitted  under  the  applicable 
provision,  but  (1)  the  amount  by  which 
such  loan  exceeds,  for  any  dwelling  unit 
therein,  an  amount  prescribed  in  or 
under  section  207(c)(3)  of  the  National 
Housing  Act,  shall  be  included  in  an 
appropriate  percentage-limitation 
category  of  paragraph  (c)  of  this  section, 
and  (2)  such  loan  shall  be  entirely 
included  within  the  percentage- 
limitation  category  specified  in  - 
paragraph  (c)(1)  of  this  section  if  it  is 
located  outside  the  association’s  regular 
lending  area. 

(c)  Percentage  limitations  for  other 
loans.  Except  as  specified  in  paragraphs 
(a)  and  (b)  of  this  section,  no  Federal 
association  may  make  any  investment  in 
a  real  estate  loan  unless  the  amount  of 
such  investment  can  be  allocated  within 
one  of  the  percentage-limitation 
categories  specified  in  this  paragraph.  In 
the  case  of  a  loan  investment  specified 
as  allocable  to  more  than  one  of  the 
categories,  all  or  part  of  any  allocation 
to  one  of  such  categories  may  be 
allocated  at  any  time  to  the  other 
applicable  category. 

(1)  General  20-percent-of-assets 
category.  The  following  investments,  not 
to  exceed  at  any  one  time  an  amount 
equal  to  20  percent  of  the  association’s 
assets,  are  allocable  to  this  category; 

(1)  Any  loan  on  the  security  of  other 
improved  real  estate,  without  regard  to 
the  location  of  the  security  property; 

(ii)  Any  loan  on  the  security  of  a 
single-family  dwelling — 

(A)  to  the  extent  such  loan  exceeds 
the  amount  stated  in  paragraph  (a)(l)(ii) 
of  this  section,  or 

(B)  if  the  security  property  is  located 
beyond  the  association’s  regular  lending 
area; 

(iii)  Any  loan  secured  by  a  home  or 
combination  of  home  and  business 
property,  or  other  dwelling  units  or  a 
combination  of  other  dwelling  units, 
including  homes,  and  business  property 
involving  only  minor  or  incidental 
business  use — 

(A)  to  the  extent  the  amount  of  such 
loan  exceeds,  for  any  dwelling  unit  in 
any  such  security  property  which  is  not 
a  single-family  dwelling,  the  amount 
prescribed  in  or  under  section  207(c)(3) 
of  the  National  Housing  Act;  or 

(B)  if  the  security  property  is  located 
beyond  the  association’s  regular  lending 
area; 

(iv)  Any  participation  interest  in  any 
loan  specified  in  this  paragraph  (1). 

(2)  Participation  20-percent-of-assets 
category.  This  category  includes 
participation  interests  in  loans 


described  in  paragraphs  (c)(1)  (ii)  and 
(iii)  of  this  section. 

(d)  Inclusion  of  REO  in  percentage 
limitations.  Any  real  estate  security  for 
an  investment  allocated  to  a  percentage- 
limitation  category  under  paragraph  (b) 
or  (c)  of  this  section,  or  participation 
interest  in  such  security,  which  the 
Federal  association  acquires  by 
foreclosure  or  otherwise,  shall  be 
allocated  to  that  percentage-limitation 
category  until  disposed  of  for  cash.  Any 
investment  in  an  extension  of  credit  in 
connection  with  disposition  of  such  real 
estate  shall  also  be  allocated  to  such 
percentage-limitation  category  unless 
and  until  the  extension  of  credit 
constitutes  a  loan  investment  specified 
in  paragraph  (a)  of  this  section  as  free 
from  allocation  to  percentage-limitation 
categories. 

(e)  Records.  Each  Federal  association 
shall  earmark  all  investments  specified 
in  paragraphs  (b),  (c),  and  (d)  of  this 
section,  so  that  it  can  determine  total 
investments  allocable  to  any 
percentage-limitation  category. 

(f)  Compliance  with  Rules  and 
Regulations  for  Insurance  of  Accounts. 
Federal  associations  shall  comply  with 
provisions  in  subchapter  D  of  this 
chapter  regarding  loans  on  the  security 
of  real  estate. 

§  545.8-8  Appraisals. 

A  Federal  association  may  make  a 
loan  secured  by  real  estate  only  after  a 
qualified  person  designated  by  its  board 
has  submitted  a  signed  appraisal  of  the 
security  property,  except  that  an  insured 
or  guaranteed  loan  may  be  made  on  the 
basis  of  a  valuation  of  the  security 
property  furnished  to  the  association  by 
the  insuring  or  guaranteeing  agency. 

§  545.8-9  Equalization  of  interest  rates. 

Any  loan  contract  made  under 
§§  545.7-4,  545.7-6,  or  545.6-12  (b)  or  (c) 
may  provide  for  charging  any  time  price 
differential  or  any  interest  (whether  on 
an  add-on,  discount,  gross  charge,  or 
other  similar  basis)  permitted  to  be 
charged  on  the  same  type  of  loan  by  a 
building  and  loan,  savings  and  loan, 
homestead  association,  cooperative 
bank,  or  mutual  savings  bank  organized 
under  the  laws  of  the  State,  District, 
Commonwealth,  territory,  or  possession 
in  which  the  home  office  of  the  lending 
Federal  association  is  located. 

§  545.8-10  Mortgage  transactions  with  the 
Federal  Home  Loan  Mortgage  Corporation. 

Without  regard  to  any  other  provisons 
of  this  Part,  a  Federal  association  may 
enter  into  and  perform  any  mortgage 
transaction  with  Federal  Home  Loan 
Mortgage  Corporation  specified  in 
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section  305(a)  of  the  Federal  Home  Loan 
Mortgage  Corporation  Act.  For  purposes 
of  this  section,  the  term  “mortgage" 
shall  have  the  meaning  prescribed  in 
section  302(d)  of  such  Act. 

§  545.8-1 1  Gold  transactions. 

No  Federal  association  shall  engage  in 
any  transaction  or  activity  involving 
gold  (including  gold  coins)  or  gold- 
related  instruments  or  securities. 

Other  Investments  • 

llg.  Sections  545.9  through  545.10  are 
revised  to  read  as  follows. 

§  545.9  Securities  and  other  investments. 

A  Federal  association  may  invest  in: 

(a)  Assets  which  qualify  as  liquid 
assets,  as  defined  in  §  523.10(g)  of  this 
chapter,  and  assets,  other  than  time 
deposits  and  bankers'  acceptances, 
which  would  so  qualify  except  for  the 
maturity  limitations  in  that  paragraph: 

(b)  Obligations  fully  guaranteed  as  to 
principal  and  interest  by  the  United 
States; 

(c)  Securities  guaranteed  by  the 
Government  National  Mortgage 
Association  under  section  306(g)  of  the 
National  Housing  Act,  as  amended; 

(d)  Obligations  of.  or  participations  or 
other  instruments  fully  guaranteed  as  to 
principal  and  interest  by,  the  Federal 
Home  Loan  Mortgage  Corporation; 

(e)  General  obligations  (without 
regard  to  investment-service  rating)  of 
any  political  subdivision  of  a  State 
(including  the  District  of  Columbia. 
Puerto  Rico,  and  the  possessions  of  the 
United  States)  if  the  association's  home 
office  or  a  branch  office  is  located  in 
such  political  subdivision,  and  the 
association's  aggregate  investment  in 
such  obligations  does  not  exceed  1 
percent  of  its  assets; 

(f)  The  stock  of  a  Federal  Home  Loan 
Bank  and  the  Federal  National  Mortgage 
Association; 

(g)  Obligations  or  other  instruments  or 
securities  of  the  Student  Loan  Marketing 
Association;  and 


§  545.9-1  Service  corporations. 

(a)  Definitions.  As  used  in  this 
section — 

(1)  “Aggregate  outstanding 
investment”  means  the  sum  of  amounts 
paid  to  acquire  capital  stock  or 
securities  and  amounts  invested  in 
obligations  of  service  corporations  less 
amounts  received  from  the  sale  of 
capital  stock  or  securities  of  service 
corporations  and  amounts  paid  to  the 
association  to  retire  obligations  of 
service  corporations. 


(2)  “Conforming  loans"  means  a  loan 
or  portion  thereof  which  a  Federal 
association  may  make  under  any 
provision  of  this  Part  other  than  this 
section,  except  loans  made  under 

§§  545.6-12  (c)  and  (d).  A  guarantee  or 
take-out  commitment  of  a  loan  which 
could  have  been  made  by  a  Federal 
association  as  a  conforming  loan  may  be 
deemed  a  conforming  loan  for  purposes 
of  this  section  if  the  Federal  association 
complies  with  all  requirements  of  this 
chapter,  including  appraisal  and 
recordkeeping  requirements,  as  though  it 
were  itself  making  the  loan  subject  to  its 
guarantee  or  take-out  commitment. 

(3)  “Consumer  loan"  means  a  loan  to 
one  or  more  individuals,  unsecured  or 
secured  by  goods  used  or  bought 
primarily  for  personal,  family,  or 
household  purposes. 

(4)  “Insured  institution"  has  the 
meaning  prescribed  in  §  561.1  of  this 
chapter. 

.  (5)  “joint  venture"  means  any  joint 

undertaking  by  a  service  corporation  or 
a  wholly-owned  subsidiary  thereof  with 
one  or  more  persons  or  legal  entities  in 
any  form,  including  a  joint  tenancy, 
tenancy  in  common,  or  partnership  and 
including  investment  in  a  corporation 
other  than  a  wholly-owned  subsidiary. 

(6)  “Scheduled  items"  and  “specified 
assets"  have  the  meanings  prescribed  in 
§§  561.15  and  561.17  of  this  chapter. 

(7)  “Subsidiary"  includes  a  wholly- 
owned  subsidiary  and  any  joint  venture 
in  which  a  service  corporation  or 
wholly-owned  subsidiary  thereof  (i) 
owns,  controls,  or  holds  with  power  to 
vote  more  than  25  percent  of  the  capital 
stock,  (ii)  is  a  general  partner,  or  (iii)  is  a 
limited  partner  and  has  contributed 
more  than  25  percent  of  the  limited 
partnership's  capital. 

(8)  “Unsecured  debt"  and  “unsecured 
loan"  exclude  accounts  payable 
incurred  in  the  ordinary  course  of 
business  and  paid  within  60  days. 

(b)  General  sen'ice  corporations.  A 
Federal  association  may  invest  in  the 
capital  stock,  obligations,  or  other 
securities  of  a  service  corporation 
organized  under  the  laws  of  the  State 
(including  District.  Commonwealth, 
territory,  or  possession)  in  which  the 
association's  home  office  is  located  if; 

(1)  The  service  corporation’s  entire 
capital  stock  is  available  for  purchase, 
by  and  only  by,  any  and  all  savings  and 
loan  associations  with  a  home  office  in 
such  State,  and  the  capital  stock  is 
owned  by  more  than  one  savings  and 
loan  association; 

(2)  No  savings  and  loan  association 
owns,  or  may  own,  more  than  10  percent 
of  the  service  corporation’s  outstanding 
capital  stock,  except  that  in  any  State  in 


which  the  home  office  of  less  than  15 
savings  and  loan  associations  are 
located,  no  association  owns,  or  may 
own,  more  than  one-third  of  such  stock. 

(3)  Every  eligible  association  may  own 
an  equal  amount  of  such  stock  or  may, 
on  such  uniform  basis  as  the  corporation 
may  determine,  own  an  amount  of  such 
stock  equally  a  stated  percentage  of  its 
assets  or  savings  capital  at  the  time  it 
purchases  any  such  stock,  but  capital 
stock  outstanding  on  December  31, 1964. 
may  be  disregarded  in  determining 
compliance  with  this  requirement. 

(4)  Substantially  all  of  the  service 
corporation's  activities,  performed 
directly  or  through  one  or  more  wholly- 
owned  subsidiaries  or  joint  ventures, 
consist  of  one  or  more  of  the  following: 

(i)  Originating,  purchasing,  selling, 
and  servicing,  any  of  the  following: 

(A)  Loans,  and  participations  in  loans, 
on  a  prudent  basis  and  secured  by  real 
estate  or  first  liens  on  mobile  homes, 
including  brokerage  and  warehousing  of 
such  loans; 

(B)  Loans,  with  or  without  security,  for 
altering,  repairing,  improving,  equipping, 
or  furnishing  residential  real  estate: 

(C)  Educational  loans:  and 

(D)  Consumer  loans; 

(ii)  Making  any  of  the  following  kinds 
of  investments; 

(A)  Investments  specified  in  §§  545.9 
and  545.9-3;  or 

(B)  Investments  in  savings  accounts  in 
an  insured  institution  which  is  a 
stockholder  in  the  service  corporation,  if 
the  service  corporation  receives  no 
consideration,  other  than  interest  at  the 
current  market  rate,  for  opening  or 
maintaining  any  such  account; 

(iii)  Performing  the  following  services, 
primarily  for  savings  and  loan 
associations; 

(A)  Clerical  services,  accounting,  data 
processing,  and  internal  auditing; 

(B)  Credit  information,  appraising, 
construction  loan  inspection,  and 
abstracting; 

(C)  Developing  and  administration  of 
personnel  benefit  programs,  including 
life  insurance,  health  insurance,  and 
pension  or  retirement  plans; 

(D)  Research,  studies,  and  surveys; 

(E)  Purchasing  office  supplie.s. 
furniture,  and  equipment: 

(F)  Developing  and  operating  storage 
facilities  for  microfilm  or  other  duplicate 
records: 

(G)  Advertising  and  other  services  to 
procure  and  retain  both  savings 
accounts  and  loans; 

(iv)  Acquiring  unimproved  real  estate 
for  prompt  development  and 
subdivision,  principally  for  construction 
of  housing  or  for  resale  to  others  for 
such  construction,  or  for  use  as  mobile 
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home  sites.  However,  if  the  total  cost  to 
the  service  corporation  to  purchase, 
develop,  subdivide,  and  construct 
improvements  on  such  real  estate 
exceeds  20  percent  of  its  assets,  it  shall 
notify  the  District  Director — 
Examinations  in  whose  district  its 
parent  association  is  located  within  30 
days  after  such  acquisition.  Notification 
shall  include  the  number  of  lots  or  acres 
involved  and  the  project’s  name, 
location,  estimated  completion  date,  and 
total  projected  cost  including  dollar 
involvement  of  the  service  corporation. 

(v)  Developing,  subdividing,  and 
constructing  improvements  (including 
improvements  to  be  used  for  commercial 
purposes,  when  incidental  to  a  housing 
project)  for  sale  or  for  rental  on,  real 
estate  referred  to  in  paragraph  (iv). 
However,  such  development, 
subdivision,  and  construction  of 
improvements  must  be  completed  within 
three  years  after  commencement  of 
development  of  such  real  estate  and 
within  five  years  after  acquisition  of  the 
real  estate,  unless  such  period  is 
subsequently  extended  by  the  Board 
upon  written  application  by  the  service 
corporation.  Acquisition  of  an  option  to 
purchase  is  not  an  acquisition  for  the 
purpose  of  determining  such  period. 

(vi)  Acquiring  improved  residential 
real  estate  and  mobile  homes  to  be  held 
for  rental; 

(viij  Acquiring  improved  residential 
real  estate  for  remodeling,  renovating,  or 
demolishing  and  rebuilding  for  sale  or 
for  rental: 

(viii)  Maintaining  and  managing  rental 
real  estate  referred  to  in  paragraphs  (v), 
(vi),  and  (vii)  and  any  real  estate  owned 
by  holders  of  its  capital  stock; 

(ix)  Serving  as  insurance  broker  or 
agent,  primarily  dealing  in  policies  for 
savings  and  loan  associations,  their 
borrowers  and  accountholders,  which 
provide  protection  such  as 
homeowner’s,  fire,  theft,  automobile, 
life,  health,  accident,  and  title  but 
excluding  private  mortgage  insurance: 

(x)  Serving  as  escrow  agent  or  as 
trustee  under  deeds  of  trust; 

(xi)  Preparing  State  and  Federal  tax 
returns  for  accountholders  of  or 
borrowers  from  a  stockholder  of  the 
service  corporation  (including  their 
family  members  but  not  including  an 
accountholder  or  borrower  which  is  a 
corporation  operated  for  profit): 

(xii)  Acquiring,  maintaining,  and 
managing  real  estate  (improved  or 
unimproved)  to  be  used  for  offices  and 
related  facilities  of  a  stockholder  of  the 
service  corporation,  or  for  such  offices 
and  related  facilities  and  for  rental  or 
sale,  if  such  acquisition,  maintenance 
and  management  is  performed  under  a 


prudent  program  of  property  acquisition 
to  meet  either  the  stockholder’s  present 
needs  or  reasonable  future  needs  for 
office  and  related  facilities.  However, 
without  prior  approval  of  the  Board,  no 
service  corporation  shall  acquire  such 
real  estate  if,  as  a  result  of  the 
acquisition,  the  outstanding  aggregate 
book  value  of  all  such  real  estate  owned 
by  the  stockholder  and  its  service 
corporations  would  exceed  their 
consolidated  net  worth; 

(xiii)  Activities  reasonably  incident  to 
those  listed  in  paragraphs  (i)  through 
(xii);  and 

(xiv)  Such  other  activities  reasonably 
related  to  the  activities  of  Federal 
associations  as  the  Board  may  approve. 

(c)  Other  service  corporations.  In 
addition  to  investment  in  service 
corporations  under  paragraph  (b),  a 
Federal  association  may  invest  in  the 
capital  stock,  or  other  securities  of  a 
service  corporation  organized  under  the 
laws  of  the  State  in  which  the  home 
office  of  the  association  is  located  if: 

(1)  The  corporation’s  entire  capital 
stock  is  held  by  one  or  more  savings  and 
loan  associations  with  a  home  office  in 
such  State; 

(2)  The  activities  of  such  corporation, 
performed  directly  or  through  one  or 
more  wholly-owned  subsidiaries  or  joint 
ventures,  consist  solely  of  one  or  more 
of  the  activities  specified  in  paragraphs 

(i)  through  (xiii)  of  paragraph  (b)(4)  of 
this  section,  and  such  other  activities 
reasonably  related  to  the  activities  of  a 
Federal  association  as  the  Board  may 
approve: 

(3)  In  the  case  of  a  corporation  in 
which  fewer  than  5  savings  and  loan 
associations  hold  capital  stock  or  one 
association  holds  more  than  40  percent 
of  such  stock,  the  following 
requirements  are  met: 

(i)  The  corporation,  including  any 
subsidiary,  does  not  have  outstanding  at 
any  time  consolidated  debt  (to  holders 
of  its  capital  stock  and  to  others) 
exceeding  the  following  limitations: 

(A)  Unsecured  debt — 2  times  the  total 
of  its  consolidated  net  worth  plus 
unsecured  debt  to  holders  of  at  least  25 
percent  of  its  capital  stock; 

(B)  Secured  and  unsecured  debt — 10 
times  the  total  of  its  consolidated  net 
worth  plus  unsecured  debt  to  such 
stockholders;  or  if  the  corporation, 
including  any  subsidiary  thereof,  is 
engaged  solely  in  activities  specified  in 
paragraph  (b)(4)(i)(A)  of  this  section,  20 
times  such  total; 

(C)  Secured  debt  will  be  deemed 
unsecured  for  purposes  of  this 
paragraph  (c)(3)(i)  to  the  extent  that  it 
exceeds  the  market  value  of  any 
security  therefor  at  the  time  the  loan  is 


made.  The  term  secured  debt  as  used  in 
this  paragraph  (i)  shall  include  the  entire 
amount  of  any  obligation  of  the  service 
corporation  resulting  from  sale  of 
consumer  loans  with  recourse. 

(D)  The  debt  of  each  subsidiary  of  the 
corporation  shall  also  conform  to  the 
debt  limitations  in  the  paragraph. 

(ii)  Board  approval  is  obtained  before 
any  activity  of  the  service  corporation  is 
performed  through  one  or  more  joint 
ventures  if  a  director,  officer,  or 
controlling  person  of  any  stockholder  of 
the  service  corporation  has  direct  or 
indirect  beneficial  interest  in  the  joint 
venture. 

(iii)  Board  approval  is  obtained  for 
any  investment 

(A)  by  a  Federal  association  in  such  a 
service  corporation  or  in  a  corporation 
which  will  become  such  a  service 
corporation  as  a  result  of  such 
investment,  and 

(B)  by  such  service  corporation 
directly  or  indirectly  through  one  or 
more  of  its  wholly-owned  subsidiaries 
or  joint  ventures 

if  the  purpose  of  such  investment  is  to 
acquire  a  going  business  for  an  amount 
exceeding  the  fair  market  value  of  the 
tangible  net  assets  of  that  business  from 
a  director  or  officer  of  a  Federal 
association  which  owns  any  of  the 
capital  stock  of  the  service  corporation 
or  from  an  entity  in  which  a  director  or 
officer  of  the  Federal  association  has  a 
direct  or  indirect  beneficial  interest  or  is 
a  director,  officer,  controlling  person, 
partner,  or  trustee. 

(d)  Amount  of  investment.  (1)  Except 
as  provided  in  paragraphs  (d)  (2)  and  (3), 
a  Federal  association  shall  not  make 
any  investment  under  this  section  if  its 
aggregate  outstanding  investment  in  the 
capital  stock,  obligations,  or  other 
securities  of  service  corporations  would 
thereupon  exceed  1  percent  of  assets. 
Such  limitation  shall  include  all  loans, 
secured  and  unsecured,  and  all 
guarantees  or  takeout  commitments  of 
such  loans,  to  service  corporations,  or 
any  subsidiaries  thereof,  and  to  joint 
ventures  of  such  service  corporations  or 
subsidiaries,  whether  or  not  such 
Federal  association  is  a  stockholder 
therein. 

(2)  In  addition  to  amounts  which  it 
may  invest  under  paragraph  (d)(1),  an 
association  which  has  a  net  worth  of  at 
least  5  percent  of  withdrawable 
accounts  and  which  has  a  ratio  of 
scheduled  items  (other  than  assets 
acquired  in  a  merger  instituted  for 
supervisory  reasons)  to  specified  assets 
of  not  more  than  2.5  percent  (except  as 
provided  in  paragraph  (d)(4))  may  loan 
additional  amounts  as  follows; 
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(i)  An  aggregate  outstanding  amount 
not  to  exceed  20  percent  of  the 
association’s  net  worth  may  be  invested 
in  conforming  loans  made  to  service 
corporations,  or  subsidiaries  thereof, 
and  to  joint  ventures  of  such  service 
corporations  and  subsidiaries;  and 

(ii)  An  aggregate  outstanding  amount, 
including  loans  included  in  paragraph 

(d)(2Ki),  not  to  exceed  50  percent  of  such 
Federal  association’s  net  worth  may  be 
invested  in  conforming  loans  made  to  a 
service  corporation  of  which  the 
association  owns  or  holds  with  power  to 
vote  not  more  than  10  percent  of  the 
capital  stock  or  to  a  joint  venture  in 
which  service  corporations  in  which  the 
association  is  a  stockholder,  including 
subsidiaries  of  such  service 
corporations,  (A)  own  or  hold  with 
power  to  vote  not  more  than  a  total  of  10 
percent  of  the  capital  stock,  or  (B)  are 
limited  partners  and  have  contributed 
not  more  than  10  percent  of  such  joint 
venture’s  capital. 

(3)  The  limitation  in  paragraph  (d)(1) 
does  not  apply  to  conforming  loans  to  a 
service  corporation  which  qualifies 
under  paragraph  (b)  of  this  section  or  to 
any  service  corporation  in  which  the 
tending  association  does  not  have  any 
investment  made  under  authority  of  this 
section. 

(4)  A  Federal  association  whose  net 
worth  equals  at  least  5  percent  of 
withdrawable  accounts  may  apply  to 
the  Board  for  an  exception  from  the 
scheduled  items  limitation  in  paragraph 
(d)(2)  of  this  section.  The  application 
shall  be  supported  by  information 
evidencing  the  association’s  sound 
investment,  lending,  appraisal,  and 
underwriting  policies  and  favorable 
operating  results.  The  application  shall 
be  filed  with  the  Principal  Supervisory 
Agent  with  a  copy  to  the  Director,  Office 
of  District  Banks.  The  application  is 
approved  if,  within  30  calendar  days 
after  the  date  the  Principal  Supervisory 
.^gent  receives  it,  he  has  not  notified  the 
applicant  that  approval  is  withheld.  If 
approval  is  withheld,  the  Principal 
Supervisory  Agent  shall  promptly  cause 
the  application  to  be  submitted  to  the 
Board  for  its  decision.  The  Principal 
Supervisory  Agent  may  request 
additional  information  from  the 
applicant,  but  need  not  consider  such 
additional  information  received  less 
than  5  calendar  days  before  the  end  of 
the  30-day  period. 

(e)  Examination.  A  Federal 
association  may  invest  in  the  capital 
stock,  obligations,  or  other  securities  of 
a  service  corporation  only  if  the  service 
corporation  has  executed  and  filed  with 
the  Supervisory  Agent  a  written 


agreement,  in  form  prescribed  by  the 
Board,  that: 

(1)  If  the  service  corporation  is 
described  in  paragraph  (b)  of  this 
section,  it  will  permit  and  pay  the  cost  of 
examination  of  it  by  the  Board  to 
determine  the  propriety  of  any 
investment  by  a  Federal  association 
under  this  section;  and 

(2)  If  the  service  corporation  is  . 
described  in  paragraph  (c)  of  this 
section,  it  will,  if  it  does  not  meet  the 
requirements  of  §  545.14-3,  permit  and 
pay  the  cost  of  such  examination  and/or 
audit  by  the  Board  as  the  Board  deems 
necessary.’ 

(f)  Disposal  of  investment.  Whenever 
a  service  corporation,  including  any 
subsidiary  thereof,  engages  in  an 
activity  which  is  not  permissible  for,  or 
exceeds  limitations  on.  a  service 
corporation  in  w'hich  a  Federal 
association  may  invest,  or  whenever  the 
capital  stock  ownership  requirements  of 
this  section  are  not  met,  a  Federal 
association  having  an  interest  in  the 
corporation,  including  any  subsidiary 
thereof,  shall  dispose  of  its  investment 
promptly  unless,  within  90  days  after  the 
Board  mails  w'ritten  notice  to  the 
association,  the  impermissible  activity  is 
discontinued,  the  limitation  is  complied 
with,  or  the  capital  stock  ownership 
requirements  are  met. 

(g)  Corporate  name.  No  Federal 
association  may  invest  in,  or  retain  any 
investment  in.  the  capital  stock, 
obligations,  or  other  securities  of  any 
service  corporation  whose  corporate 
name  or  the  designation  of  whose 
subsidiary  or  office  (1)  includes  the 
words  “National”,  “Federal”,  or  “United 
States”  or  the  initials  “U.S.”  or  (2)  could 
identify  it  with  any  insured  institution 
which  has  not  invested  in  it. 

(h)  Applications.  Any  application 
made  to  the  Board  under  this  section 
shall  be  in  form  it  prescribes  and  filed 
with  the  Supervisory  Agent.  One  or 
more  Federal  associations  which 
propose  investment  in  a  service 
corporation  which  is  not  yet  organized 
may  make  any  application  required  by 
this  section. 

(i)  Revision  of  specified  activities  and 
limitations.  Activities  and  limitations 
specified  in  this  section  may  be  revised 
from  time  to  time. 

(j)  Limitation  on  activities.  Service 
corporations  in  which  Federal 
associations  may  invest  shall  not  be 
used  to  acquire  scheduled  items  from  an 
insured  institution,  except  that  such  a 
service  corporation  may,  for  the  purpose 
of  providing  housing,  acquire  real  estate 
owned  by  an  insured  institution. 


§  545.9-2  Prohibition  against  investment 
in  other  institutions. 

.  No  Federal  association  shall  invest  in 
a  savings  account  (i.e.,  any 
withdrawable  monetary  investment)  in 
any  savings  and  loan,  building  and  loan, 
or  homestead  association,  cooperative 
bank,  or  savings  bank. 

§  545.9-3  investments  in  corporations 
and  partnerships  authorized  by  title  IX  of 
the  Housing  and  Urban  Development  Act  of 
1968. 

Without  regard  to  any  other 
provisions  of  this  Part,  a  Federal 
association  may  invest  an  aggregate 
amount  not  exceeding  1  percertt  of  its 
assets  in; 

(a)  Shares  of  stock  issued  by  the 
National  Corporation  for  Housing 
Partnerships  or  by  any  other  corporation 
created  under  title  IX  of  the  Housing 
and  Urban  Development  Act  of  1968; 

(b)  Limited  partnership  interests  in  the 
National  Housing  Partnership  or  in  any 
other  limited  partnership  formed  under 
section  907(a)  of  that  Act;  and 

(c)  Any  partnership,  limited 
partnership,  or  joint  venture  formed 
under  section  907(c)  of  that  Act. 

§  545.10  Real  estate  for  office  and  related 
facilities. 

(a)  General.  A  Federal  association 
may  invest  in  real  estate  (improved  or 
unimproved)  to  be  used  for  office  and 
related  facilities  of  the  association,  or 
for  such  office  and  related  facilities  and 
for  rental,  or  sale,  if  such  investment  is 
made  and  maintained  under  a  prudent 
program  of  property  acquisition  to  meet 
the  association’s  present  needs  or  its 
reasonable  future  needs  for  office  and 
related  facilities.  The  association  shall 
obtain  Board  approval  before  making  an 
investment  which  would  cause  the 
outstanding  aggregate  book  value  of  all 
such  investments  (including  investments 
under  §  545.9-1  (b)(4)(xii))  to  exceed  its 
net  worth.  The  association  shall  also 
obtain  Board  approval  before  investing 
in  real  estate  which  the  Board  has  not 
approved  for  the  establishment  or 
maintenance  of  an  office  facility,  if  the 
investment,  together  with  the 
association’s  other  investments  in  real 
estate  lacking  such  approval,  would 
exceed  25  percent  of  its  net  worth. 

(b)  Requests  for  Board  approval  of 
exceptions.  An  association  shall  send 
requests  for  Board  approval  of 
exceptions  to  limitations  in  this  section 
to  the  Supervisory  Agent,  with  a  copy  to 
the  Director,  Office  of  District  Banks. 

§§  545.11,  545.11-1  and  545.12  [Removed) 

12.  Delete  §§  545.11,  545.11-1,  and 
545.12,  as  follows: 
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§  545.11  [Deleted],  effective  August  3, 
1979. 

§  545.11-1  [Deleted],  effective  August 
3. 1979. 

§  545.12  [Deleted],  effective  August  3. 
1979. 

13.  Revise  §  545.13  to  read  as  follows; 
Offices 

§  545.13  Home  office. 

All  operations  of  a  Federal 
association  shall  be  subject  to  direction 
from  the  home  office. 

14.  Substitute  new  center  heading 
‘‘POWERS  AND  DUTIES”  for  the 
heading  ‘‘FISCAL  AGENCY”.  Revise 
§§  545.17  and  545.17-1,  including  the 
captions  to  read  as  follows: 

Powers  and  Duties 

§  545.17  Fiscal  agency. 

A  Federal  association  designated 
fiscal  agent  by  the  Secretary  of  the 
Treasury  or,  with  Board  approval  by 
another  instrumentality  of  the  United 
States,  shall,  as  such,  perform  such 
reasonable  duties  and  exercise  only 
such  powers  and  privileges  as  the 
Secretary  of  the  Treasury  or  such 
instrumentality  may  prescribe. 

§  545.17-1  Trustee. 

A  Federal  association  may  act  (a)  as 
trustee  of  any  trust  created  or  organized 
in  the  United  States  and  forming  part  of 
a  stock  bonus,  pension,  or  profit  sharing 
plan  qualifying  for  specific  tax  treatment 
under  section  401  [d]  of  the  Internal 
Revenue  Code  of  1954,  and  [b]  as  trustee 
or  custodian  of  an  individual  retirement 
account  within  the  meaning  of  section 
408(a)  of  the  Code,  if  the  funds  of  the 
trust  or  account  are  invested  only  in  the 
association’s  savings  accounts  or 
deposits  or  its  obligations  or  securities. 
The  association  may  receive  reasonable 
compensation  for  acting  in  any  such 
capacity. 

14a.  Substitute  the  Center  heading 
‘‘ACCOUNTING,  RECORDS  AND 
REPORTS”  for  the  heading  “BOOK 
VALUE  OF  ASSETS”.  Revise  §  545.18, 
including  the  caption,  and  §  545.19  to 
read  as  follows; 

Accounting,  Records,  and  Reports 

§545.18  Adjustments  to  book  value  of 
assets. 

If  the  Supervisory  Agent  determines 
that  an  asset’s  stated  book  value 
exceeds  its  value  or  that  documentation 
in  the  association’s  loan  file  is 
inadequate  to  demonstrate  that  an 
investment  made  under  §§  545.6-12  (c) 
or  (d)  is  sound,  the  Supervisory  Agent 
may  require  the  association  to 
immediately  charge  off  the  asset  or 


establish  and  maintain  a  special 
reserve(s)  equalling  the  over-valuation. 

§545.19  Real  estate  owned. 

A  Federal  association  may  not  carry 
real  estate  on  its  books  for  a  sum  in 
excess  of  the  total  amount  invested  by 
the  association  on  account  of  such  real 
estate,  including  advances,  costs,  and 
improvements,  but  excluding  accrued 
but  uncollected  interest. 

15.  Revise  §§  545.20 — 545.26  to  read  as 
follows: 

§  545.20  Accounting;  records. 

(a)  Accounting  practices.  Each 
Federal  association  shall  use  such  forms 
and  follow  such  accounting  practices  as 
the  Board  may  require,  and  shall  close 
its  books  at  least  annually  as  of  the  end 
of  such  monthjs]  as  the  association’s 
board  of  directors  may  designate.  The 
date  of  the  association’s  annual  closing 
shall  be  not  less  than  15  days  or  more 
than  3  months  and  15  days  before  its 
annual  meeting. 

[b]  Maintenance  of  records.  An 
association  shall  maintain  a  complete 
record  of  its  business  transactions  and 
maintain  at  its  home  office,  or  at  a 
branch  or  service  office  located  within 
100  miles  of  the  home  office,  all  general 
accounting  records  including  control 
records,  of  its  business  transactions.  The 
association  may  not  transfer  the  general 
accounting  or  control  records  or  the 
maintenance  thereof  from  any  of  its 
offices  to  another,  unless  its  board  of 
directors  has  (1)  by  resolution 
authorized  the  transfer  or  maintenance 
and  (2)  sent  a  certified  copy  of  the 
resolution  to  the  District  Director- 
Examinations  of  its  district.  An 
association  which  determines  to 
maintain  any  of  its  records  by  means  of 
data  processing  services  shall  so  notify 
the  District  Director-Examinations,  in 
writing,  at  least  90  days  before  such 
maintenance  will  begin.  Notification 
shall  include  identification  of  the 
records  and  the  location  at  which  they 
will  be  maintained.  Any  contract, 
agreement,  or  arrangement  under  which 
data  processing  services  are  to  be 
performed  shall  expressly  provide  that 
the  records  maintained  by  such  services 
shall  at  all  times  be  available  for 
examination  and  audit. 

§545.21  [Reserved] 

§  545.22  Monthly  reports. 

A  Federal  association's  officers  shall 
make  a  monthly  report  to  the 
association’s  board  of  directors  on 
forms  prescribed  by  the  Board  and 
available  from  any  Bank.  The 
association  shall  send  a  copy  of  the 


report  to  its  district  Bank  and  two  copies 
to  the  Board. 

§  545.23  Statement  of  condition. 

Within  the  month  after  the  annual 
closing  of  a  Federal  association’s  books, 
the  association  shall  mail  to  all  of  its 
members,  or  if  it  is  a  Charter  S 
association  to  all  of  its  depositors  and 
borrowers,  at  their  last  address 
appearing  on  the  association’s  books,  or 
publish  in  an  English-language 
newspaper  of  general  circulation  in  the 
county  in  which  the  association’s  home 
office  is  located,  a  statement  of  the 
association’s  condition  as  of  such 
closing,  on  forms  prescribed  by  the 
Board  and  available  from  any  Bank  or 
from  the  Board.  Within  5  days  after 
mailing  or  publishing  the  statement,  the 
association  shall  send  a  certification  to 
that  effect  signed  by  one  of  its  executive 
officers,  and  a  copy  of  the  statement,  to 
its  Bank.  This  section  shall  not  apply  in 
a  year  in  which  the  association  sends  to 
its  voting  members  an  annual  report  as 
required  by  §  563.45(a)  of  this  chapter. 

Borrowing,  Issuing  Obligations,  and 
Giving  Security 

§  545.24  Borrowing,  issuing  obligations, 
and  giving  security. 

An  association  may  borrow  as  its 
charter  permits  or  as  the  Board 
authorizes  in  writing.  It  may  issue  notes, 
bonds,  debentures,  or  other  obligations, 
or  other  securities  (except  capital  stock) 
to  the  extent  that  (a)  issuance  is  in 
compliance  with  §  563.8-1  or  §  563.8-2 
of  this  chapter,  (b)  issuance  is 
authorized  by  the  Board  in  writing,  or  (c) 
except  for  subordinated  debt  securities 
(as  defined  in  §  561.24  of  this  chapter), 
that  it  could  if  section  5(b)(2)  of  the  Act 
had  not  been  enacted.  To  the  extent 
authorized  by  its  charter  or  by  the 
Board,  in  writing,  an  association  may 
give  security,  but  it  may  not  give 
security  for  any  of  its  shares  or  share 
accounts  or  for  any  of  its  savings 
accounts  representing  share  interests  in 
the  association  except  as  provided  in 
§  545.24-2. 

§  545.24a  Borrowing  from  a  State- 
chartered  central  reserve  institution. 

An  association  which  has  amended  its 
charter  under  §  544.2(d)  may  borrow 
from  a  State-chartered  central  reserve 
institution,  including  a  State  mortgage 
finance  agency,  if: 

(a)  The  association’s  general  reserves, 
surplus,  and  undivided  profits  aggregate 
over  5  percent  of  its  withdrawable 
accounts; 

(b)  The  reserve  institution  is  located 
in  the  state  where  the  association’s 
home  office  is  located; 
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(c)  The  amount  borrowed  does  not 
exceed  the  amount  a  State-chartered 
savings  and  loan  in  that  State  could 
borrow  from  that  institution: 

(d)  The  association  does  not  use  the 
loan  proceeds  to  make  loans  at  an 
interest  rale  exceeding  by  one  and 
three-quarters  percent  per  year  the 
interest  rate  paid  for  the  borrowed 
funds;  and 

(e)  The  association  maintains  any 
documentation  required  by  the  state 
regarding  use  of  the  loan  proceeds  or 
other  matters. 

§  545.24-1  Issuance  of  GNMA-guaranteed 
mortgage  backed  securities. 

Without  regard  to  any  other  provision 
of  this  Part,  a  Federal  association  may, 
in  accordance  with  regulations 
prescribed  by  the  Government  National 
Mortgage  Association  (GNMA)  in  24 
ere  Part  1665,  Subpart  A; 

(a)  Issue  and  sell  trust  certificates  or 
other  securities  (1)  backed  by  a  trust  or 
pool  composed  of  mortgages  insured 
under  the  National  Housing  Act  or  title 
V  of  the  Housing  Act  of  1949  or  insured 
or  guaranteed  under  the  Servicemen’s 
Readjustment  Act  of  1944  or  chapter  37 
of  title  38.  United  States  Code,  and  (2) 
guaranteed  as  to  principal  and  interest 
by  GNMA  under  section  306(gl  of  the 
National  Housing  Act:  and 

(b)  Do  all  things  necessary  and  proper 
for  carrying  out  such  issuance  and  sale. 

§  545.24-2  Public  deposits  or 
investments. 

(a)  Definitions.  As  used  in  this 
section — 

(1)  “Moneys"  includes  "monies"  and 
has  the  meaning  it  has  in  applicable 
State  law; 

(2)  "State  law"  includes  actions  by  a 
governmental  body  which  has  a  charter 
adopted  under  the  constitution  of  the 
State  with  provisions  respecting 
deposits  of  public  money  of  that  body; 

(3)  "Surety”  means  surety  under  real 
and/or  personal  suretyship,  and 
includes  guarantor;  and 

(4)  Terms  in  paragraph  (b)  of  this 
section  have  the  meanings  they  have  in 
applicable  State  law. 

(b)  Suretyship  understate  law.  (1)  If 
Federal  or  State  law  requires,  as  an 
alternative  condition  or  otherwise,  that 
an  association  give  bond  or  security  for 
deposit  in  it  of  public  moneys  or 
investment  in  it  by  a  governmental  unit, 
a  Federal  association  which  is  a  deposit 
association  may,  regardless  of  the 
amount  the  State  law  requires,  give 
bond  or  security. 

(2)  If  State  law  requires  as  a  condition 
of  such  deposit  or  investment  that  the 
association  or  its  bond  or  security,  or 


any  combination  thereof,  be  surety  for 
or  with  respect  to  other  deposits  or 
instruments,  whether  of  that  depositor 
or  investor  or  of  any  other(s),  and 
whether  in  the  association  or  in  any 
other  institution(s)  having,  when  the 
investments  or  deposits  w'ere  made, 
insurance  by  the  Federal  Savings  and 
Loan  Insurance  Corporation,  the  same 
shall  become,  or  if  the  State  law  is  self¬ 
executing  shall  be,  such  surety. 

(3)  Any  bond  or  security  may  be  given 
and  any  substitution  or  increase  thereof 
may  be  made  under  this  section  at  any 
time. 

(4)  This  subsection  applies 
notwithstanding  the  last  sentence  of 
§  545.24  and  the  extension  of  that 
prohibition  in  §  545.1-2(e). 

(c)  Additional  suretyship.  An 
association  may  also  be  surety  to  the 
extent  that  (1)  it  could  have  been  surety 
if  section  5(b)  of  the  Act  had  not  been 
amended  by  section  101(e)  of  Public  Law 
93-495,  and  (2)  the  Board  otherwise 
authorizes  in  writing  or  by  regulation. 

§  545.24-3  Tax  and  loan  depositories. 

Subject  to  regulation  of  the  U.S. 
Treasury  Department,  Federal 
associations  may  serve  as  depositories 
for  Federal  taxes  or  as  Treasury  lax  and 
loan  depositories,  and  satisfy  any 
requirement  in  connection  therewith, 
including  maintaining  accounts 
described  in  §§  526.1  (n)  and  (o)  of  this 
chapter,  and  pledging  collateral. 

Indemnification  of  Association 
Personnel 

§  545.25  Indemnification  of  directors, 
officers,  and  employees. 

A  Federal  association  shall  indemnify 
its  directors,  officers,  and  employees  in 
accordance  with  the  requirements  in 
§  522.72  of  this  chapter  regarding 
indemnification  of  persons  by  Banks.  In 
applying  that  section  “Federal 
association"  shall  be  read  for  “Bank" 
and  “Supervisory  Agent"  shall  be  read 
for  “Secretary”.  In  addition  the 
following  sentence  shall  be  added  at  the 
end  of  paragraph  (f):  “However,  a 
Federal  association  which  has  a  bylaw 
in  effect  relating  to  indemnification  of 
its  personnel  shall  be  governed  solely  by 
that  bylaw',  except  that  its  authority  to 
obtain  insurance  shall  be  governed  by 
paragraph  (d)  of  this  section." 

§  545.25-1  Employment  contracts. 

(a)  General.  A  Federal  association 
with  bylaws  amended  under  §  544.6(k) 
or  a  Charter  S  association  may.  upon 
specific  approval  of  its  board  of 
directors,  enter  into  employment 
contracts  with  it^  officers,  in  accordance 
with  this  section. 


(b)  Limitations  as  to  terms.  An 
employment  contract  may  be  made  for  a 
term  exceeding  one  year  only  as 
provided  in  this  paragraph  (b).  An 
employment  contract  may  be  for  an 
initial  term  up  to  three  years  if  it  (1)  is 
made  in  connection  with  a  conversion  of 
the  association  under  Part  563b  of  this 
chapter;  (2)  is  made  or  assumed  in 
connection  with  a  merger,  purchase  of 
bulk  assets,  or  similar  transaction  by  the 
resulting  association  (as  defined  in 

§  546.1  of  this  subchapter)  with  a  person 
who,  immediately  prior  to  the 
transaction,  was  an  officer  of  the 
association  being  acquired  and, 
immediately  after  the  transaction,  will 
be  an  officer  of  the  resulting  association; 
or  (3)  is  made  between  a  Federal 
association  and  a  new  officer  who  is  not 
a  close  relative  of  an  officer  or  director 
of  the  association.  A  person  who  has 
served  as  a  director,  officer,  or  employee 
of  the  association  or  its  predecessor 
during  any  part  of  the  preceding  12 
month  period  is  not  a  new-  officer.  In 
paragraph  (b)(3)  a  “close  relative" 
means  a  person  w'ho  by  blood,  marriage, 
or  adoption  is  a  father,  mother,  brother, 
sister,  son,  daughter,  or  spouse  of  such 
an  officer  or  director,  or  of  his  or  her 
spouse. 

(2)  An  employment  contract  may 
provide  for  renewal  at  the  association's 
option  when  the  initial  term  or  a 
renewal  term  expires,  but  no  renewal 
term  shall  exceed  one  year. 

(c)  Required  provisions.  Each 
employment  contract  shall  provide  that: 

(1)  The  association's  board  of 
directors  may  terminate  the  officer's 
employment  at  any  time,  bpt  any 
termination  other  than  termination  for 
cause,  shall  not  prejudice  the  officer’s 
right  to  compensation  or  other  benefits 
under  the  contract; 

(2)  The  officer  shall  have  no  right  to 
receive  compensation  or  other  benefits 
for  any  period  after  termination  for 
cause  (i.e.  Termination  because  of  the 
officer’s  personal  dishonesty, 
incompetence,  willful  misconduct, 
breach  of  fiduciary  duty  involving 
personal  profit,  intentional  failure  to 
perform  stated  duties,  willful  violation 
of  any  law,  rule,  or  regulation  (other 
4han  traffic  violations  or  similar 
offenses)  or  final  cease-and-desist  order, 
or  material  breach  of  any  provision  of 
the  contract). 

(3)  If  the  officer  is  suspended  from 
office  and/or  temporarily  prohibited 
from  participating  in  the  conduct  of  the 
association's  affairs  by  a  notice  served 
under  §  566.4  or  §  566.5  of  this  chapter, 
the  association’s  obligations  under  the 
contract  shall  be  suspended  as  of  the 
date  of  service,  unless  stayed  by 
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appropriate  proceedings.  If  the  charges 
in  the  notice  are  dismissed,  the 
association  may  in  its  discretion  (i)  pay 
the  officer  all  or  part  of  the 
compensation  withheld  while  its 
contract  obligations  were  suspended 
and  (ii)  reinstate  (in  whole  or  in  part) 
any  of  its  obligations  which  were 
suspended. 

(4)  If  the  officer  is  removed  from  office 
and/or  permanently  prohibited  from 
participating  in  the  conduct  of  the 
association’s  affairs  by  an  order  issued 
under  §  566.3  or  §  566.5  of  this  chapter, 
all  obligations  of  the  association  under 
the  contract  shall  terminate,  as  of  the 
effective  date  of  the  order,  but  vested 
rights  of  the  contracting  parties  shall  not 
be  affected. 

(5)  If  the  association  is  in  default  (as 
defined  in  section  401(d)  of  the  National 
Housing  Act),  all  obligations  under  the 
contract  shall  terminate  as  of  the  date  of 
default,  but  this  paragraph  (c)(5)  shall 
not  affect  any  vested  rights  of  the 
contracting  parties. 

(d)  Contracts  with  other  entities  or 
persons.  An  officer  shall  have  no 
employment  contract  or  other  written  or 
oral  agreement  concerning  employment 
as  an  officer  of  the  association  with  any 
entity  or  person  other  than  the 
association. 

§  545.26  Advisory  boards  or  committee. 

A  Federal  association’s  board  of 
directors  may  establish  one  or  more 
advisory  boards  of  directors  or  advisory 
committees  to  advise  the  association  as 
the  board  of  directors  may  authorize. 
Each  member  of  such  a  board  or 
committee  shall  be  appointed  by  the 
board  of  directors  on  a  year-to-year 
basis.  Such  members  may  be  permitted 
to  attend  meetings  of  the  board  of 
directors,  but  they  shall  have  no  vote  on 
matters  acted  upon  by  the  board  of 
directors. 

15a.  Add  the  following  center  heading 
before  §  545.27,  and  revise  §  545.27  to 
read  as  follows: 

Corporate  Opportunity  Involving 
Insurance  Agencies 

§  545.27  Referral  of  insurance  business. 

(a)  For  purposes  of  this  section  the 
terms  "owned”  and  "referral”  have  the 
meanings  prescribed  in  §§  555.17(a)  (1) 
and  (2)  of  this  subchapter. 

(b)  No  Federal  association  shall  refer 
any  insurance  business  to  an  agency 
owned  by  officers  or  directors  of  the 
association,  or  by  persons  having  power 
to  direct  its  management,  unless; 

(1)  A  specific  State  statute  or 
regulation  precludes  Federal 
associations’  service  corporations  (or 


wholly-owned  subsidiaries  thereof)  from 
engaging  in  the  insurance  business: 

(2)  The  association,  after  filing  any 
necessary  applications  and  making  a 
bona  fide  attempt  to  obtain  any 
necessary  approval  (with  or  without 
instituting  legal  proceedings  against 
State  officials  to  compel  approval)  has 
been  denied  permission  by  the 
appropriate  State  licensing  or  regulatory 
authorities  for  its  service  corporation,  or 
a  wholly-owned  subsidiary  thereof,  to 
engage  in  the  insurance  business: 

(3)  Such  State  authorities  follow  an 
established  and  well-known  policy  of 
refusing  to  accept  or  approve  such 
applications  (the  association  need  not 
demonstrate  existence  of  such  a  policy 
by  instituting  legal  proceedings  against 
such  authorities  to  compel  approval): 

(4)  The  referral  takes  place  within  a 
reasonable  period  of  time  (not 
exceeding  18  months)  after  a  change  in 
such  State  law,  regulation,  or  policy  for 
the  association  to  investigate  the 
feasibility  and  desirability  of  acquiring 
or  establishing  its  own  service 
corporation  insurance  business:  or 

(5)  An  application  for  permission  to 
establish  or  acquire  a  service 
corporation  insurance  business  is  on  file 
with  the  appropriate  State  agencies 
and/or  the  Board. 

15b.  Add  the  following  center  heading 
before  §  545.28  and  revise  §  545.28  to 
read  as  follows; 

Annual  Meetings  of  Members 

§  545.28  Communication  between 
members  of  a  Federal  mutual  association. 

(a)  Disclosure  of  membership  lists 
prohibited.  (1)  As  used  in  this  section, 
"membership  list”  means  any  document 
of  the  association  containing:  (i)  A  list  of 
members  of  the  association,  (ii)  their 
addresses:  (iii)  their  savings  account  or 
loan  balances  or  records:  or  (iv)  any 
data  from  which  that  information 
reasonably  could  be  constructed. 

(2)  Federal  mutual  associations  may 
not  disclose  in  any  manner,  directly  or 
indirectly,  their  membership  lists  to  any 
person  (other  than  officers  of  the 
association,  or  others  employed  by 
them,  in  the  usual  course  of  conducting 
the  association’s  business)  except  with 
prior  written  approval  of  the  Board. 

(3)  The  Supervisory  Agent  may 
approve  or  disapprove  requests  made 
under  paragraph  (a)(2)  of  this  section, 
and  may  specify  terms  and  conditions  of 
approval. 

(b)  Right  of  inspection  of  member's 
own  records.  A  member  of  a  Federal 
mutual  association  has  the  right  to 
inspect  the  association’s  books  and 
records  pertaining  solely  to  the 


member’s  own  savings  or  borrowing 
account(s). 

(c)  Right  of  communication  with  other 
members.  A  member  of  a  Federal  mutual 
association  has  the  right  to 
communicate,  as  prescribed  in 
paragraph  (d)  of  this  section,  with  other 
members  of  the  association  regarding 
any  matter  related  to  the  association’s 
affairs,  except  for  "improper” 
communications,  as  defined  in 
paragraph  (e).  The  association  may  not 
defeat  that  right  by  redeeming  a  savings 
member’s  savings  account  in  the 
association. 

(d)  Member  communication 
procedures.  If  a  member  of  a  Federal 
mutual  association  desires  to 
communicate  with  other  members,  the 
following  procedures  shall  be  followed: 

(1)  The  member  shall  give  the 
association  a  written  request  to 
communicate: 

(2)  If  the  proposed  communication  is 
in  connection  with  a  meeting  of  the 
association’s  members,  the  request  shall 
be  given  at  least  30  days  before  the 
annual  meeting  or  10  days  before  a 
special  meeting: 

(3)  The  request  shall  contain — 

(i)  The  member’s  full  name  and 
address: 

(ii)  The  nature  and  extent  of  the 
mem’oer’s  interest  in  the  association  at 
the  time  the  information  is  given: 

(iii)  A  copy  of  the  proposed 
communication:  and 

(iv)  If  the  communication  is  in 
connection  with  a  meeting  of  the 
members,  the  date  of  the  meeting: 

(4)  The  association  shall  reply  to  the 
request  within  either — 

(i)  14  days: 

(ii)  10  days,  if  the  communication  is  in 
connection  with  the  annual  meeting:  or 

(iii)  3  days,  if  the  communication  is  in 
connection  with  a  special  meeting: 

(5)  The  reply  shall  provide  either — 

(i)  The  number  of  the  association’s 
members  and  the  estimated  reasonable 
cost  to  the  association  of  mailing  to 
them  the  proposed  communication:  or 

(ii)  Notification  that  the  association 
has  determined  not  to  mail  the 
communication  because  it  is  "improper”, 
as  defined  in  paragraph  (e)  of  this 
section: 

(6)  After  receiving  the  amount  of  the 
estimated  costs  of  mailing  and  sufficient 
copies  of  the  communication,  the 
association  shall  mail  the 
communication  to  all  members,  by  a 
class  of  mail  specified  by  the  requesting 
member,  either — 

(i)  Within  14  days: 

(ii)  Within  7  days,  if  the 
communication  is  in  connection  with  the 
annual  meeting: 
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(iii)  As  soon  as  practicable  before  the 
meeting,  if  the  communication  is  in 
connection  with  a  special  meeting:  or 

(iv)  On  a  later  date  specified  by  the 
member. 

(7)  If  the  association  refuses  to  mail 
the  proposed  communication,  it  shall 
return  the  requesting  member’s 
materials  together  with  a  written 
statement  of  the  specific  reasons  for 
refusal,  and  shall  simultaneously  send  to 
the  Super\'isory  Agent  2  copies  each  of 
the  requesting  member’s  materials,  the 
association’s  written  statement,  and  any 
other  relevant  material.  The  materials 
shall  be  sent  within  (i)  14  days,  (ii)  10 
days,  if  the  communication  is  in 
connection  with  the  annual  meeting,  or 
(iii)  3  days,  if  the  communication  is  in 
connection  with  a  special  meeting,  after 
the  association  receives  the  request  for 
communication. 

(e)  Improper  communication.  A 
communication  is  an  “improper 
communication"  if  it  contains  material 
which:  (1)  at  the  time  and  in  the  light  of 
the  circumstances  under  which  it  is 
made  (i)  is  false  or  misleading  with 
respect  to  any  material  fact  or  (ii)  omits 
a  material  fact  necessarj’  to  make  the 
statements  therein  not  false  or 
misleading,  or  necessary  to  correct  a 
statement  in  an  earlier  communication 
on  the  same  subject  which  has  become 
false  or  misleading:  (2)  relates  to  a 
personal  claim  or  a  personal  grievance, 
or  is  solicitous  of  personal  gain  or 
business  advantage  by  or  on  behalf  of 
any  party:  (3)  relates  to  any  matter, 
including  a  general  economic,  political, 
racial,  religious,  social,  or  similar  cause, 
that  is  not  significantly  related  to  the 
business  of  the  association  or  is  not 
within  the  control  of  the  association:  or 

(4)  directly  or  indirectly  and  without 
expressed  factual  foundation  (i)  impugns 
character,  integrity,  or  personal 
reputation,  (ii)  makes  charges 
concerning  improper,  illegal,  or  immoral 
conduct,  or  (iii)  makes  statements 
impugning  the  stability  and  soundness 
of  the  association. 

15c.  Add  the  following  center  heading 
before  §  545.29  and  revise  §  545.29  to 
read  as  follows: 

Mortgage  Futures 

§  545.29  Mortgage-futures  transactions. 

(a)  Definitions.  (1)  Due  bill.  An 
instrument  redeemable  for  GNMA- 
guaranteed  mortgage-backed  securities 
which  is  a  valid  delivery  instrument 
under  a  mortgage-futures  contract. 

(2)  Firm  commitment.  A  w'ritten 
commitment  to  make,  purchase,  issue,  or 
deliver  mortgage  loans  or  mortgage- 
related  securities  at  fixed  interest  rates 


on  or  before  the  date  specified  in  the 
commitment. 

(3)  Mortgage-futures  contract.  A 
transferable  agreement  to  receive  or 
deliver  GNMA-guaranteed  mortgage- 
backed  securities  or  due  bills  under 
terms  and  conditions  approved  by  the 
Commodity  Futures  Trading 
Commission. 

(4)  Mortgage-futures  transaction. 
Purchase  or  sale  of  a  mortgage-futures 
contract  under  terms  and  conditions 
approved  by  the  Commodity  Futures 
Trading  Commission. 

(5)  Mortgage-related  securities. 
Includes  GNMA-guaranteed  mortgage- 
backed  securities  (as  referred  to  in 

§  545.24-1),  Mortgage  Participation 
Certificates  of  the  Federal  Home  Loan 
Mortgage  Corporation,  and  similar 
obligations  secured  by  mortgages  in 
which  the  association  is  authorized  to 
invest; 

(6)  Mortgage  repayment.  Includes 
principal  and  interest,  but  excludes 
expected  prepayments  and  penalties. 

(b)  General  rule.  A  Federal 
association  may  only  engage  in 
mortgage-futures  transactions  subject  to 
the  requirements  and  limitations  in  this 
section. 

(c)  F.ligihility  requirements.  An 
association  engaging  in  a  mortgage- 
futures  transaction  must  meet  the 
following  requirements  at  the  time  of  the 
transaction,  unless  the  Board  waives 
any  requirement(s)  upon  specific  written 
request: 

(1)  Its  net  w'orth  meets  the 
requirements  of  §  563.13(b)  of  this 
chapter  (an  association  insured  less 
than  2  years  must  meet  the  net-worth 
requirements  for  those  insured  for  2 
years): 

(2)  Its  scheduled  items  do  not  exceed 
2.5  percent  of  its  specified  assets:  and 

(3)  All  its  appraised  losses  have  been 
offset  by  specific  loss  reserves  to  the 
extent  required  by  the  Board  under 

§  563.17-2  of  this  chapter. 

(d)  Investment  limitations.  (1)  An 
association  may  only  engage  in  a 
mortgage-futures  transaction  if  the 
amount  of  its  total  outstanding  gross 
mortgage-futures  position  (the  arithmetic 
sum  of  its  short  and  long  positions  in  the 
futures  market)  does  not  exceed  its  net 
worth  or  would  not  exceed  it  as  a  result 
of  the  transaction:  and 

(2)  Mortgage-futures  transactions 
must  be  directly  matched  against  an 
association’s  firm  commitments,  or 
against  anticipated  reinvestments  in 
mortgages  and  mortgage-related 
securities  of  its  expected  repayments 
over  the  forthcoming  12-month  period.  , 
However,  such  matching  need  not 
include  matching  of  maturities. 


(e)  Record-keeping  requirements.  An 
association  engaging  in  niortgage-futures 
transactions  shall  maintain  the 
following: 

(1)  A  register  of  all  its  outstanding 
futures  contracts,  including  brokers’ 
confirmations  as  received,  prepared  in  a 
manner  sufficient  to  enable  the  Board  to 
determine  at  any  time  the  association’s 
total  outstanding  gross  mortgage-futures 
position: 

(2)  A  record  of  specific  futures 
contracts,  the  present  or  anticipated 
cash  market  transaction(s)  against 
which  they  are  matched,  and  in  the  case 
of  an  anticipated  transaction  a 
statement  of  facts  adequately  justifying 
the  anticipated  transaction: 

(3)  A  record  of  all  transactions  by  the 
association  in  due  bills; 

(4)  A  list  of  all  association  personnel 
authorized  to  engage  in  mortgage-futures 
transactions  in  its  behalf,  and  the  duties, 
responsibilities,  and  limits  of  authority 
of  each  of  them. 

(f)  Notification.  When  an  association 
first  engages  in  mortgage-futures 
transactions  it  shall  notify  the  District 
Director — Examinations  of  its  Bank 
district  and  shall  thereafter,  on  a 
quarterly  basis,  notify  the  Director  of  its 
total  outstanding  gross  mortgage-futures 
position  on  the  date  of  notification. 

(g)  Due  bills.  An  association  may 
originate,  deliver,  receive,  or  redeem  due 
bills  in  connection  with  its  mortgage- 
futures  transactions. 

16.  Revise  Parts  546-549  to  read  as 
follow's: 

PART  546— MERGER,  DISSOLUTION, 
REORGANIZATION,  AND 
CONVERSION 

Sec. 

546.1  Defini'tion.s. 

546.2  Procedure;  effective  date. 

546.3  Transfer  of  assets  upon  merger. 

546.4  Voluntary  dissolution. 

546.5  Conversion  from  Federal  mutual  to 
State-charter  mutual. 

Authority:  Secs.  5.  406,  48  Stal.  132,  as 
amended,  1259,  as  amended:  12  U.S.C.  1464. 
1729,  Reorg.  Plan  No.  3  of  1947:  3  CFR,  1943- 
1948  Comp. 

§546.1  Definitions. 

As  used  in  §§  54G.2  and  546.3 — 

(a)  “Association"  means  a  Federal 
association,  and  any  building  and  loan, 
savings  and  loan,  or  homestead 
association,  or  cooperative  bank 
organized  under  the  law's  of  any  State 
which  may,  under  those  laws,  merge  or 
consolidate  with  a  Federal  association; 

(b)  “Merging  association"  means  an 
association  absorbed  by  merger;  and 

(c)  “Resulting  association"  means  the 
association  whose  corporate  existence 
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continues  after  absorbing  a  merging 
association. 

§  546.2  Procedure;  effective  date. 

(a)  A  Federal  association  and  one  or 
more  or  other  associations  insured  by 
the  Federal  Savings  and  Loan  Insurance 
Corporation  may  merge  as  prescribed  in 
this  Part  if  as  to  any  such  association 
which  is  not  a  Federal  association  the 
merger  is  in  accordance  with  the  laws  of 
the  jurisdiction  in  which  the  association 
was  organized. 

(b)  Each  association,  by  a  two-thirds 
vote  of  its  board  of  directors,  shall 
approve  a  plan  of  merger  evidenced  by  a 
merger  agreement.  The  agreement  shall 
state  that  it  is  effective  only  when 
approved  by  the  Board  and  shall  specify 

(1)  which  association  will  be  the 
resulting  association;  (2)  the  name  it  will 
use:  (3)  the  location  of  its  home  office 
and  branch  offices;  (4)  the  bases  on 
which  its  savings  accounts  will  be 
issued:  and  (5)  the  number  of  its 
directors  and  their  names,  addresses, 
and  the  length  of  their  terms. 

(c)  Board  approval  for  the  merger 
shall  be  requested  by  filing  with  the 
resulting  member’s  Bank  two  copies  of 
the  merger  agreement,  properly 
executed  in  the  name  of  the  respective 
associations,  and  two  certified  copies  of 
the  portions  of  the  minutes  of  the  boards 
of  directors  of  the  respective 
associations  relating  to  their 
consideration  and  approval  of  the  plan 
of  merger.  When  the  Board  receives  the 
request,  it  will  approve  the  merger, 
disapprove  it,  or  withhold  action  and 
recommend  modification  of  the  plan.  If 
the  boards  of  directors  of  the 
associations  accept  the  recommended 
modifications,  they  shall  amend  the 
agreement  accordingly  and  submit  it  as 
the  original  agreement  was  submitted. 
An  applicant  shall  also  comply  with 
section  7A  of  the  Clayton  Act  (15  U.S.C. 

§  18A)  and  regulations  issued 
thereunder  (16  CFR  Parts  801,  802,  and 
803). 

(d) (1)  Processing  of  an  application 
under  this  Part  shall  follow  the 
procedures  set  forth  in  §§  543.2  (c),  (d), 

(e).  and  (f)  of  this  subchapte.^  except 
that  (i)  the  required  new.spaper 
publication  of  notice  of  application  shall 
be  made  in  the  communities  in  which 
the  home  offices  of  the  merging  and 
resulting  institutions  are  located:  and  (ii) 
applicants  may  additionally  mail  such 
notice  to  the  voting  members  of  each 
such  institution,  within  the  time 
specified  in  §  543.2(d). 

(2)  This  paragraph  (d)  does  not  apply 
to  mergers  authorized  by  the  Board  to  be 
instituted  for  supervisory  reasons. 


(e)  Notwithstanding  any  other 
provision  of  this  Part,  the  Board  may 
require  that  a  plan  of  merger  be 
submitted  to  the  voting  members  of  any 
of  the  associations  at  a  duly  called 
meeting(s)  and  that  the  plan,  to  be 
effective,  be  approved  by  them. 

(f)  A  conservator  or  receiver  for  an 
association  appointed  under  Part  547  of 
this  subchapter  may  merge  the 
association  with  another  under  §§  546.2 
and  546.3  without  submitting  the  plan  to 
the  association’s  board  of  directors  or 
members  for  their  approval. 

(g)  If  a  plan  of  merger  provides  for  the 
resulting  association’s  name  or  location 
to  be  changed,  and  it  is  a  Federal 
association,  its  charter  shall  be 
amended  accordingly.  If  the  resulting 
association  is  a  Federal  association,  the 
effective  date  of  merger  shall  be  the 
date  the  Board  approves  merger,  unless 
another  date  is  specified  in  the 
approval;  if  the  resulting  association  is 
not  a  Federal  association,  the  effective 
date  shall  be  that  prescribed  by  the 
State  law  under  which  the  resulting 
association  was  created.  Approval  of  a 
merger  automatically  cancels  the 
Federal  charter  of  each  of  the  merging 
Federal  associations  as  of  the  effective 
date  of  merger  and  those  associations 
shall,  on  that  date,  surrender  their 
charters  to  the  Board. 

(h)  The  Principal  Supervisory  Agent 
may  give  Board  approval  (including 
recommending  modification  of  a  plan  of 
merger)  required  by  paragraph  (c)  of  this 
section,  if  the  following  conditions  are 
met: 

(1)  The  merging  association,  if  insured 
has  assets  less  than  $10,000,000,  and  if 
uninsured  has  assets  less  than 
$5,000,000; 

(2)  The  resulting  association  would 
have  assets  less  than  $40,000,000; 

(3)  In  any  county  (or  similar  political 
subdivision)  in  which  both  associations 
have  offices,  the  resulting  association 
would  (i)  hold  less  than  15  percent  of 
total  savings  accounts  (including 
savings  accounts  of  under  $100,000  held 
by  commercial  banks)  of  financial 
institutions  and  (ii)  would,  based  on 
mortgage  recordings  data  or  other 
available  evidence,  account  for  less  than 
15  percent  of  the  total  residential 
mortgage  loans  made; 

(4)  The  merging  association’s  net 
worth  to  savings  ratio  is  at  least  5 
percent; 

(5)  The  resulting  association  would 
have  an  adequate  net  worth  to  savings 
ratio  not  less  than  5  percent: 

(6)  Compensation  to  an  officer, 
director,  or  controlling  person  of  the 
merging  association  by  the  resulting 
association  or  its  service  corporation 


affiliate  would  not  exceed  the  amount 
paid  before  commencement  of  merger 
negotiations  by  more  than  15  percent  or 
$5,000,  whichever  is  greater:  and 

(7)  Any  proposed  advisory  director 
fee  would  not  exceed  the  fee  received  as 
a  director  of  the  disappearing 
association  or  $50  per  monthy  meeting 
attended,  whichever  is  greater. 

If  the  Principal  Supervisory  Agent’s 
modifications  are  not  accepted  by  the 
directors  of  all  associations,  and  if  all 
associations  request  it.  the  Principal 
Supervisory  Agent  shall  submit  the 
merger  application  to  the  Board. 

In  approving  a  merger  under  this 
paragraph  (h),  the  Principal  Supervisory- 
Agent  may  approve  maintenance  of  an 
office  of  the  merging  association  as  a 
facility  of  the  resulting  Federal 
association  and  may  approve  an 
application  for  insurance  of  accounts 
and  Bank  membership  filed  by  an 
uninsured  association  merging  into  a 
Federal  association.  Only  the  Board  may 
disapprove  a  merger  application. 

§  546.3  Transfer  of  assets  upon  merger. 

On  the  effective  date  of  a  merger  in 
which  the  resulting  association  is  a 
Federal  association,  all  assets  and 
property  of  the  merging  associations 
shall  immediately,  without  any  further 
act,  become  the  property  of  the  resulting 
association  to  the  same  extent  as  they 
w'ere  the  property  of  the  merging 
associations,  and  the  resulting 
association  shall  be  a  continuation  of 
the  entity  which  absorbed  the  merging 
associations.  All  rights  and  obligations 
of  the  merging  association  shall  remain 
unimpaired,  and  the  resulting 
association  shall,  on  the  effective  date 
of  merger,  succeed  to  all  those  rights 
and  obligations. 

§  546.4  Voluntary  dissolution. 

A  Federal  association’s  board  of 
directors  may  propose  a  plan  for 
dissolution  of  the  association.  The  plan 
may  provide  for  either  (a)  appointment 
of  the  Federal  Savings  and  Loan 
Insurance  Corporation  (under  section  5 
of  the  A.ct  and  section  406  of  the 
National  Housing  Act,  as  amended)  as 
receiver  for  the  purpose  of  liquidation: 
(b)  transfer  of  all  the  association’s 
assets  to  another  thrift  and  home¬ 
financing  institution  under  Federal  or 
State  charter  either  for  cash  sufficient  to 
pay  all  obligations  of  the  association 
and  retire  all  outstanding  accounts  or  in 
exchange  for  that  institution’s  payment 
of  all  the  association’s  outstanding 
obligations  and  issuance  of  share 
accounts  or  other  evidence  of  interest  to 
the  association’s  members  on  a  pro  rata 
basis:  or  (c)  dissolution  in  a  manner 
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proposed  by  the  directors  which  they 
consider  best  for  all  concerned.  The 
plan,  and  a  statement  of  reasons  for 
proposing  dissolution  and  for  proposing 
the  plan,  shall  be  submitted  to  the  Board 
for  approval.  The  Board  will  approve  the 
plan  if  it  believes  dissolution  is 
advisable  and  the  plan  best  for  all 
concerned,  but  if  it  considers  the  plan 
inadvisable,  it  may  either  make 
recommendations  to  the  association 
concerning  the  plan  or  disapprove  it. 
When  the  plan  is  approved  by  the 
association’s  board  of  directors  and  by 
the  Board,  it  shall  be  submitted  to  the 
association’s  members  at  a  duly  called 
meeting  and,  when  approved  by  a 
majority  of  votes  cast  at  that  meeting 
shall  become  effective.  After  dissolution 
in  accordance  with  the  plan,  a 
certificate  evidencing  dissolution, 
supported  by  such  evidence  as  the 
Board  may  require,  shall  immediately  be 
filed  with  the  Board.  When  the  Board 
receives  such  evidence  satisfactory  to  it, 
it  will  terminate  the  corporate  existence 
of  the  dissolved  association  and  the 
association’s  charter  shall  thereby  be 
'  cancelled. 

§  546.5  Conversion  from  Federal  mutual 
to  State-charter  mutual. 

Approval  of  a  conversion  under  the 
last  paragraph  of  section  5(i)  of  the  Act 
is  subject  to  the  following  requirements: 

(a)  The  association’s  board  of 
directors  shall  submit  a  written  plan  for 
Board  approval,  and  in  considering  it  the 
Board  may  give  consideration  to  any 
element  of  good-will  value; 

(b)  The  Board  may  prescribe 
substantive  or  procedural  requirements 
it  considers  necessary  or  proper  to 
insure  that  the  plan  is  fair  to  the 
association  and  its  members; 

(c)  After  submitting  the  plan  to  the 
Board,  the  association  shall,  using  forms 
of  notice  and  proxy  soliciting  material 
authorized  by  the  Board’s  Office  of 
General  Counsel,  give  formal  notice  of  a 
special  meeting  called  to  vote  on  the 
plan;  notice  shall  be  mailed,  postage 
prepaid,  at  least  15  and  not  more  than  45 
days  before  the  meeting,  and  shall  state 
the  terms  of  the  plan,  the  member’s 
rights,  and  any  other  matters  the  Board 
may  require; 

(d)  The  plan  shall  be  approved  by  a 
vote  of  at  least  a  majority  of  total  votes 
eligible  to  be  cast  by  members  at  the 
meeting; 

(e)  All  requirements  of  State  law  shall 
be  satisfied. 


PART  547— APPOINTMENT  OF 
CONSERVATORS  AND  RECEIVERS 

Sec. 

547.1  Grounds  for  appointment  of 
conservator  or  receiver. 

547.2  Appointment  of  conservator  or 
receiver. 

547.3  Appointment  on  other  grounds. 

547.4  Notice  of  appointment. 

547.5  Removal  of  conservator  or  receiver. 

547.6  Federal  Savings  and  Loan  Insurance 
Corporation  as  receiver. 

547.7  Possession  by  conservator  or  receiver. 

547.8  Surrender  of  possession  by 
conservator  or  receiver. 

Authority. — Sec.  5,  48  Stat.  132,  as 
amended;  12  U.S.C.  1464,  Reorg.  Plan  No.  3  of 
1947;  3  CFR  1943-1948  Comp. 

§  547.1  Grounds  for  appointment  of 
conservator  or  receiver. 

(a)  The  following  are  grounds  for 
appointing  a  conservator  or  receiver  for 
a  Federal  association; 

(1)  The  association’s  assets  are  less 
than  its  obligations  to  others,  including 
its  members; 

(2)  Its  assets  or  earnings  are 
substantially  dissipated  due  to 
violation(s)  of  law,  rules,  or  regulations 
or  to  unsafe  or  unsound  practice(s); 

(3)  It  is  in  an  unsafe  or  unsound 
condition  to  transact  business; 

(4)  It  willfully  violates  a  “cease-and- 
desist  order  which  has  become  final,”  as 
defined  in  section  5(d)  of  the  Act;  or 

(5)  It  conceals  its  records  or  assets  or 
refuses  to  submit  its  records  or  affairs 
for  inspection  to  an  examiner  or  lawful 
agent  of  the  Board. 

(b)  Except  as  authorized  in  writing  by 
the  Board,  if  an  association  fails  to  make 
full  payment  of  any  withdrawal  when 
due,  within  the  meaning  of  the  fourth 
sentence  of  section  5(b)(1)  of  the  Act, 
paragraph  (a)(3)  of  this  section  shall 
apply.  No  provision  in  an  association’s 
charter  or  in  §  545.4  of  this  chapter 
regarding  payment  of  withdrawals  when 
the  association  does  not  pay  all 
withdrawals  in  full  shall  be  considered 
such  an  authorization. 

§  547.2  Appointment  of  conservator  or 
receiver. 

If  the  Board  determines  that  any  such 
ground  exists  for  appointing  a 
conservator  or  receiver  for  a  Federal 
association,  it  may  make  the 
appointment  without  notice. 

§  547.3  Appointment  on  other  grounds. 

The  Board  may,  without  requirement 
of  notice,  hearing,  or  other  action, 
appoint  a  conservator  or  receiver  for  a 
Federal  association  if  (a)  the 
association,  by  resolution  of  its  board  of 
directors  or  of  its  members,  consents  to 
the  appointment,  or  (b)  the  association’s 


Bank  membership  or  insurance  by  the 
Federal  Savings  and  Loan  Insurance 
Corporation  is  terminated. 

§  547.4  Notice  of  appointment. 

If  the  Board  appoints  a  conservator  or 
receiver  under  this  Part,  the  Secretary  to 
the  Board  shall  mail  a  certified  copy  of 
the  Board's  action  to  the  association’s 
address  as  it  appears  on  the  Board’s 
records  and  notice  of  the  appointment 
shall  be  filed  immediately  for 
publication  in  the  Federal  Register. 

§  547.5  Removal  of  conservator  or 
receiver. 

Within  30  days  after  appointment  of  a 
conservator  or  receiver  under  §  547.2, 
the  association  may  bring  an  action  in 
the  U.S.  District  Court  for  the  judicial 
district  in  which  the  association’s  home 
office  is  located,  or  in  the  U.S.  District 
Court  for  the  District  of  Columbia,  for  an 
order  that  the  Board  remove  the 
conservator  or  receiver. 

§  547.6  Federal  Savings  and  Loan 
Insurance  Corporation  as  receiver. 

The  Board  shall  appoint  only  the 
Federal  Savings  and  Loan  Insurance 
Corporation  as  receiver  for  a  Federal 
association  and  only  for  the  purpose  of 
liquidation. 

§  547.7  Possession  by  conservator  or 
receiver. 

A  conservator  or  receiver  for  a 
Federal  association  shall  take 
possession  of  the  association  in 
accordance  with  the  terms  of  the 
appointment  and  shall,  at  that  time,  give 
notice  of  the  Board’s  action  to  any 
officer  or  employee  in  the  home  office 
who  appears  to  be  in  charge  of  that 
office.  On  taking  possession,  the 
conservator  or  receiver  shall 
immediately  take  possession  of  the 
association’s  books,  records,  and  assets. 
A  conservator  shall  have  all  the  powers 
of  the  association’s  members,  officers, 
and  directors;  a  receiver  shall,  without 
further  action,  succeed  to  the  rights, 
titles,  powers,  and  privileges  of  the 
association,  and  to  the  rights,  powers, 
and  privileges  of  its  members,  officers, 
and  directors.  No  member(s),  officer(s), 
or  director(s)  shall  thereafter  have  or 
exercise  any  such  right,  power,  or 
privilege,  or  act  in  connection  with  any 
of  the  association’s  assets  or  property. 
Any  officer,  director,  or  member  may, 
from  time  to  time,  communicate  with  the 
Board  regarding  the  conservatorship  or 
receivership.  The  conservator  or 
receiver  shall  furnish  bond  in  form  and 
amount  and  with  surety  acceptable  to 
the  Director.  The  Board  may  at  any  time 
(a)  direct  the  conservator  or  receiver  to 
turn  over  the  association  to  its  previous 
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management  or  new  management:  (b) 
provide  for  a  meeting(s)  of  the  members 
or  of  the  directors  for  any  purpose, 
which  meeting(s)  may  be  supervised  or 
conducted  by  a  Board  representative: 
and  (c)  without  requirement  of  notice, 
hearing,  or  other  action,  replace  a 
conservator  with  another  conservator  or 
with  a  receiver. 

§  547.8  Surrender  of  possession  by 
conservator  or  receiver. 

(a)  To  the  association.  When  the 
Boat’d  restores  an  association  in  the 
hands  of  a  conservator  or  receiver  to  its 
management,  that  action,  except  as  the 
Board  otherwise  provides,  shall  restore 
the  rights,  powers,  and  privileges  of  its 
members,  officers  and  directors.  Return 
of  an  association  to  its  management 
from  the  possession  of  a  receiver  shall, 
by  operation  of  law,  vest  in  the 
association  title  to  all  property  held  by 
the  receiver  in  its  capacity  as  receiver 
for  the  association. 

(b)  To  a  receiver.  When  a  receiver  is 
appointed  for  an  association  in  the 
hands  of  a  conservator,  the  conservator 
shall,  as  the  Board  may  require, 
surrender  possession  of  the  association 
to  the  receiver. 

PART  548— POWERS  OF 
CONSERVATOR  AND  CONDUCT  OF 
CONSERVATORSHIPS 

See. 

548.1  Procedure  upon  taking  possession. 

548.2  Powers  and  duties  of  conservator. 

548.3  Creditors. 

548.4  Share  interests. 

548.5  Inventory;  examinations  and  audits, 
and  costs  thereof:  accounting  practices. 

548.6  Final  discharge  and  release  of 
conservator. 

548.7  Inspection  of  reports. 

548.8  Delegation  by  conservator. 

Authority. — Sec.  5,  48  Stat.  132.  as 

amended;  12  U.S.C.  1464,  Reorg  Plan  No.  3  of 
1947;  3  CFR  1943-1948  Comp. 

§  548.1  Procedure  upon  taking 
possession. 

Upon  taking  possession  of  a  Federal 
association,  the  conservator  shall 
immediately: 

(a)  Notify,  by  written  notice,  served 

personally  or  by  registered  mail  or 
telegraph,  all  persons  and  entities  that 
the  conservator  knows  to  be  holding  or 
in  possession  of  assets  of  the  • 

association; 

(b)  File  with  the  Secretary  to  the 
Board  a  statement  that  possession  was 
taken,  including  the  time  of  the  taking, 
which  statement  shall  be  conclusive 
evidence  thereof:  and 

(c)  Post  a  notice  in  substantially  the 
following  form  on  the  door  of  the 
association's  home  office: 


- Federal  Savings-and 

Loan  Association - , 


is  in  possession  and  charge  of  the 
undersigned  as  conservator  appointed  by  the 
Federal  Home  Loan  Bank  Board. 

Conservator - 

Date - . 

§  548.2  Powers  and  duties  of  conservator. 

The  conservator,  suject  to  the 
Director’s  supervision,  shall,  after  taking 
possession,  take  any  action  necessary  to 
conserve  the  association’s  assets.  The 
conservator  shall  immediately  collect  all 
obligations  and  money  due  the 
association  and  may: 

(a)  Do  all  things  he  considers 
desirable  or  expedient  to  carry  on  the 
association’s  business  consistent  with 
his  appointment,  and  to  conserve  and 
preserve  the  association’s  assets  and 
property,  but  shall  not  declare,  credit,  or 
distribute  earnings  on  savings  accounts 
except  with  approval  of  the  Board  or  the 
Director; 

(b)  Exercise  all  rights  and  powers  of 
the  association; 

(C)  With  approval  of  the  Board  or  the 
Director,  discharge  and  pay  off  any 
liens,  claims,  or  charges  of  any  nature 
against  the  association,  its  assets  or 
property,  or  the  conservator; 

(d)  Pay  any  sum  he  deems  necessary 
or  advisable: 

(1)  To  preserve,  conserve,  or  protect 
the  association’s  assets  or  property,  or 

(2)  With  approval  of  the  Board  or  the 
Director,  to  rehabilitate  or  improve  such 
property  and  assets: 

(e)  With  approval  of  the  Board  or  the 
Director: 

(1)  Pay  any  sum  he  deems  necessary 
or  advisable  to  preserve,  conserve,  or 
protect  any  asset  or  property  on  which 
the  association  or  conservator  has  a  lien 
or  in  which  the  association  or 
conservator  has  an  interest  of  value,  and 

(2)  Pay  off  and  discharge  any  liens, 
claims,  or  charges  of  any  nature  against 
such  property: 

(f)  Under  supervision  of  the  Board’s 
General  Counsel,  institute,  prosecute, 
maintain,  defend,  intervene,  and 
otherwise  participate  in  any  legal 
proceeding  by  and  against  the 
conservator  or  association  or  in  which 
the  conservator,  the  association,  or  its 
creditors  or  members  has  an  interest, 
and  in  every  way  to  represent  the 
association,  its  members  and  creditors: 

(g)  With  the  Director’s  approval,  hire 
any  employees  necessary  for  proper 
administration  of  the  conservatorship: 
the  employees  shall  be  covered  by  bond, 
which  shall  be  in  form  satisfactory  to 
the  conservator  and  the  Director  and  be 
paid  for,  along  with  the  conservator’s 


bond,  from  the  association’s  assets;  any 
attorneyls]  designated  by  the  Board’s 
General  Counsel  shall  be  employed  to 
give  legal  advice  and  assistance,  on  the 
conservatorship  generally  or  in 
particular  instances,  and  their  retainers, 
compensation,  and  expenses,  including 
litigation  costs,  as  approved  by  the 
General  Counsel,  shall  be  paid  from  the 
association’s  assets; 

(h)  Execute,  acknowledge,  and 
delivery  any  instrument  necessary  or 
proper  for  any  purpose,  and  any 
instrument  so  executed  shall  be  as  valid 
and  effectual  as  if  it  had  been  executed 
by  the  association’s  officers  by  authority 
of  its  board  of  directors;  bank  accounts 
for  the  association  shall  be  opened  and 
closed  as  the  conservator  deems 
advisable,  subject  to  approval  of  the 
Director,  but  except  with  Board 
approval,  no  account  shall  be  retained 
or  opened  in  a  Bank  or  in  a  bank  not 
insured  by  the  Federal  Deposit 
insurance  Corporation: 

(i)  With  approval  of  the  Board  or  the 
Director,  sell  for  cash  any  mortgage, 
deed  of  trust,  chose  in  action,  bond, 
note,  contract,  judgment  or  decree, 
stock,  or  debt  owing  to  the  association, 
at  not  less  than  the  actual  amount  owing 
the  association  or  the  face  or  par  value 
thereof;  or  with  Board  approval  or  on 
terms  and  conditions  it  approves,  sell  or 
otherwise  dispose  of  such  assets,  in 
whole  or  in  part,  at  less  than  the  amount 
or  value: 

(j) (l)  Lease  on  a  month  to  month 
basis,  or  for  a  term  of  one  year  or  less, 
any  property  of  the  association:  and 

(2)  With  Board  approval  or  on  terms 
and  conditions  approved  by  the  Board, 
lease  such  propeHy  for  more  than  one 
year  or  otherwise  dispose  of  it.  in  whole 
or  in  part; 

(k)  With  approval  of  the  Board  or  the 
Director,  or  on  terms  and  conditions 
approved  by  the  Board  or  the  Director, 
release  any  assets  or  property  of  any 
nature,  regardless  of  whether  the  subject 
of  pending  litigation,  and  repudiate  any 
lease  or  contract  he  considers 
burdensome: 

(l)  With  Board  approval,  or  on  terms 
and  conditions  it  approves,  settle, 
release,  or  obtain  release  of,  for  cash  or 
other  considerations,  claims  and 
demands  against,  or  in  favor  of,  the 
association  or  the  conservator. 

(m)  With  approval  of  the  Board  or  the 
Director,  borrow  money  for  any  purpose, 
in  any  amount,  from  any  source,  and  in 
any  manner,  and  execute,  acknowledge, 
and  deliver  evidence  of  indebtedness 
therefor  and  secure  repayment  thereof 
by  mortgage,  pledge,  assignment  in  trust. 
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or  hypothecation  of  any  property  of  the 
association; 

(n)  Pay  out  of  the  assets  of  the 
conservatorship  all  its  expenses  and  all 
costs  of  carrying  out  or  exercising  the 
rights,  powers,  privileges,  and  duties  as 
conservator,  as  determined  by  the 
conservator,  except  as  otherwise 
provided  in  this  section:  and 

(o)  Do  such  things,  and  have  such 
rights,  powers,  privileges,  immunities, 
and  duties  as  the  Board  authorizes, 
directs,  confers,  or  imposes  by  order  or 
by  amendment  of  these  rules  and 
regulations.  In  this  section,  assets  or 
property  of  the  association  shall  include 
any  asset  or  property  of  the  conservator. 

§  548.3  Creditors. 

(a)  After  certifying  to  the  Board  that 
the  association’s  assets  will  be  sufficient 
to  meet  alt  creditor  obligations  and  that 
its  condition  justifies  such  action,  the 
conservator  may,  with  the  Director’s 
approval,  pay  from  the  association’s 
assets: 

(1)  Disbursements  which  the 
association  was  obligated  to  make  on 
loan  commitments  and  other  valid 
contracts:  and 

(2)  Salaries  due  officers  or  employees 
of  the  association;  and  outstanding 
checks  given  in  connection  with  valid 
creditor  obligations. 

(b)  Without  such  certification  or 
approval,  the  conservator  may  from 
such  assets  pay  creditor  obligations  and 
make  disbursements  which  the 
association  was  obligated  to  make  on 
loan  commitments,  to  the  extent  the 
Director  deems  compatible  with  the 
association’s  condition  and  the  proper 
conduct  of  its  affairs. 

§  548.4  Share  interests. 

Only  in  accordance  with  a  Board 
order  conspicuously  posted  in  the 
conservator’s  principal  office  for 
conducting  the  association’s  affairs,  may 
the  conservator  accept  payments  on  or 
purchase  of  share  accounts  or  make 
repurchases  of  share  accounts. 

§  548.5  Inventory;  examinations  and 
audits,  and  costs  thereof;  accounting 
practices. 

(a)  Inventory.  As  soon  as  practicable 
after  taking  possession  the  conservator 
shall  inventory  the  association’s  assets 
as  of  the  date  possession  was  taken.  It 
shall  include  the  value  on  the 
association’s  books  of  each 
asset.security  therefor,  a  brief 
description  of  the  asset  and  any 
security,  and  a  record  of  the 
association’s  creditor  and  share 
liabilities.  The  Director  must  be  satisfied 
that  the  method  of  listing  assets 


provides  such  information.  Two  copies 
of  the  inventory  shall  promptly  be  filed 
with  the  Secretary  to  the  Board,  one 
copy  with  the  Director,  and  one  copy 
retained  during  the  conservatorship  in 
the  association’s  principal  office. 

(b)  Examinations  and  audits,  and 
costs  thereof.  The  Board  may  direct  the 
association  to  be  examined  and/or 
audited  (with  appraisals  if  deemed 
advisable)  by  the  Department  of 
Examinations,  FSLIC.  The  cost,  as 
determined  by  the  Board,  including  any 
office  analysis  shall  be  paid  from  the 
association’s  assets  unless  the  Board 
orders  otherwise. 

(c)  Accounting  practices;  reports.  The 
conservator  shall  follow  such 
accounting  practices  as  the  Director  may 
prescribe  and  make  such  reports  as  the 
Board  or  the  Director  may  require. 

§  548.6  Final  discharge  and  release  of 
conservator. 

When  relieved  of  all  duties,  the 
conservator  shall  file  with  the  Board  a 
report  satisfactory  to  it.  The  Board  may 
direct  an  audit  in  connection  with  that 
report  and  shall  approve  or  disapprove 
the  accounts  of  the  conservator.  If  the 
accounts  are  approved,  the  conservator 
shall  thereupon  be  completely  and 
finally  released. 

§  548.7  Inspection  of  reports. 

Unless  the  Board  or  Director 
otherwise  directs,  the  conservator’s 
inventories,  statements,  and  reports 
shall  be  in  at  least  four  copies.  Two 
copies  shall  be  filed  with  the  Secretary 
to  the  Board  and  one  copy  W'ith  the 
Director,  and  they  shall  constitute 
permanent  records  of  the 
conservatorship  open  for  inspection 
whenever  the  office  of  the  Secretary  to 
the  Board  is  open  for  business  or  at  such 
times  and  on  such  conditions  as  the 
Board  may  direct. 

§  548.8  Delegation  by  conservator. 

The  conservator  may  delegate  any 
powers  and  authorities  vested  in  him 
under  §  §  548.2,  548.3,  and  548.4. 

PART  549— POWERS  OF  RECEIVER 
AND  CONDUCT  OF  RECEIVERSHIP 

Sec. 

549.1  Definitions. 

549.2  Procedure  upon  taking  possession. 

549.3  Powers  and  duties  of  receiver.4 

549.4  Creditor  claims. 

549.5  Share  interest  claims. 

549.5-1  Deposit  associations. 

549.6  Inventory:  examinations  and  audits, 
and  costs  thereof;  accounting  practices. 

549.7  Final  discharge  and  release  of 
receiver. 

549.8  Inspection  of  reports. 


Authority. — Sec.  5,  48  Stat.  132,  as 
amended;  12  U.S.C.  1464,  Reorg.  Plan  No.  3  of 
1947;  3  CFR  1943-1948  Comp. 

§  549.1  Definitions. 

As  used  in  this  Part — 

(a)  "Publish”  means  publish  in  an 
English-language  newspaper  of  general 
circulation  in  the  city  or  county  in  which 
an  association’s  home  office  is  located: 
and 

(b)  “Corporation”  means  the  Federal 
Savings  and  Loan  Insurance 
Corporation. 

§  549.2  Procedure  upon  taking 
possession. 

The  procedure  prescribed  in  §  548.1  of 
this  subchapter  for  a  conservator  taking 
possession  of  a  Federal  association  shall 
also  apply  to  a  receiver  except  that  the 
notice  required  by  §  548.1(c)  shall  state: 

- Federal  Savings  and 

Loan  Association - , 


is  in  the  hands  of  the  Federal  Savings  and 
Loan  Insurance  Corporation  as  receiver 
appointed  by  the  Federal  Home  Loan  Bank 
Board. 

Federal  Savings  and  Loan  Insurance 
Corporation  as  Receiver. 

By  - 

Title  - 


Date - . 

§  549.3  Powers  and  duties  of  receiver. 

(a)  The  receiver,  after  posting  notice 
under  §  549.1,  shall  collect  all 
obligations  and  money  due  the 
association.  The  receiver  may,  with 
respect  to  the  association,  exercise  the 
powers  which  a  conservator  of  a 
Federal  association  may,  with  or 
without  approval  of  the  Board  or  the 
Director  and  whether  or  not  under  the 
direction  of  the  General  Counsel  of  the 
Board,  exercise  under  paragraphs  (a) 
through  (f),  (k),  (1),  (n),  and  (o)  of  §  548.2. 
In  interpreting  those  paragraphs  for 
purposes  of  this  section  the  word 
“receiver”  shall  be  read  for 
“conservator”,  “receivership”  for 
“conservatorship”,  and  any  requirement 
that  the  Board  or  the  Director  approve 
terms  and  conditions  of  a  transaction 
shall  not  apply. 

(b)  The  receiver  may  also: 

(1)  Employ  any  attorney(s)  designated 
by,  or  acceptable  to,  the  Board’s  General 
Counsel  to  give  legal  advice  and 
assistance  for  the  receivership  generally 
or  in  particular  instances,  and  pay  their 
retainers,  compensation,  and  expenses, 
including  litigation  costs,  as  approved 
by  the  General  Counsel,  from  the 
association’s  assets; 

(2)  Execute,  acknowledge,  and  deliver 
any  instrument  necessary  for  any 
purpose,  and  any  instrument  executed 
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under  this  paragraph  shall  be  as  valid 
and  effectual  as  if  it  had  been  executed 
by  the  association's  officers  by  authority 
of  its  board  of  directors; 

(3)  Deposit  funds  collected  in  any 
bank(s)  insured  by  the  Federal  Deposit 
Insurance  Corporation,  in  a  Bank,  or  any 
other  banks  or  depositories  approved  for 
that  purpose  by  the  Board.  All 
depository  bank  accounts  of  the  receiver 
shall  be  carried'as  follows:  ‘  Federal 
Savings  and  Loan  Insurance 
Corporation.  Receiver  for 
- Association"; 

(4)  Sell  for  cash  or  on  terms,  or 
otherwise  dispose  of,  in  whole  or  in  part, 
any  mortgage,  deed  of  trust,  chose  in 
action,  bond.  note,  contract,  judgment  or 
decree,  stock,  or  debt  owing  to  the 
association,  or  any  assets  and  property 
of  the  association: 

(5)  With  Board  approval,  and  on  terms 
and  conditions  it  approves,  borrow 
money  in  any  amount,  from  any  souri;e. 
and  in  any  manner,  and  execute, 
acknowledge,  and  deliver  evidence  of 
indebtedness  therefor  and  secure 
repayment  thereof  by  mortgage,  pledge, 
assignment  in  trust,  or  hypothecation  of 
any  property  of  the  association. 

§  549.4  Creditor  claims. 

(a)  When  directed  to  do  so  by  the 
Board,  the  receiver  shall  promptly 
publish  a  notice  to  the  association’s 
creditors  to  present  their  claims,  with 
proof  thereof,  to  the  receiver  by  a  date 
specified  in  the  notice  (at  least  90  days 
after  first  publication).  The  notice  shall 
be  published  again  approximately  1 
month  and  2  months  respectively  after 
first  publication.  Claims  filed  after  the 
specified  date  shall  be  disallowed, 
except  as  the  Board  may  approve  them 
for  whole  or  part  payment  from  the 
association’s  assets  remaining 
undistributed  at  the  time  of  approval. 
The  receiver  shall  mail  a  similar  notice 
to  any  creditor  shown  on  the 
association’s  books  at  the  creditor’s  last 
address  appearing  thereon. 

(b)  The  receiver  shall  allow  any  claim 
seasonably  received  and  proved  to  its 
satisfaction.  The  receiver  may  wholly  or 
partly  disallow  any  creditor  claim  or 
claim  of  security,  preference,  or  priority 
not  so  proved,  and  shall  notify  the 
claimant  of  the  disallowance  and  the 
reason  therefor.  Mailing  notice  of  the 
disallowance  to  the  claimant’s  last 
address  appearing  on  the  association’s 
books  or  on  the  proof  of  claim  shall  be 
sufficient  notice.  Unless,  w  ithin  30  days 
after  notice  is  mailed,  the  claimant  files 
a  w'ritten  request  for  payment  regardless 
of  the  disallowance,  disallowance  shall 
be  final,  except  as  the  Board  may 
otherwise  determine. 


(c)  Upon  expiration  of  the  specified 
time  for  presenting  claims,  the  receiver 
shall  cause  to  be  filed  with  the  Board  a 
complete  list  of  claims  presented, 
indicating  the  character  of  each  claim 
and  whether  allowed  by  the  receiver.  At 
such  other  date(s)  as  the  Board  may 
order  or  the  receiver  may  determine,  a 
list  of  claims  presented  before  that  date 
shall  be  filed  with  the  Board. 

(d)  Creditor  claims  which  were 
allowed  by  the  receiver  or  approved  by 
the  Board  shall  be  paid  by  the  receiver, 
from  time  to  time,  to  the  extent  funds 
are  available,  in  such  manner  and 
amounts  as  the  Board  may  direct. 

§  549.5  Share  interest  claims. 

(a)  When  directed  to  do  so  by  the 
Board,  the  receiver  shall  promptly 
publish  a  notice  to  the  association’s 
shareholders  to  provide  the  receiver, 
before  a  da*e  specified  in  the  notice, 
their  sw'orn  proofs  of  claim  of  share 
ownership.  The  notice  shall  specify  a 
date  3  years  after  the  date  of  the 
receiver’s  appointment  and  urge  that 
claims  of  ownership  be  presented 
promptly.  It  shall  be  published  again 
approximately  1  year  and  2  years 
respectively  after  the  date  of  the  first 
publication.  Claims  filed  after  the 
specified  date  shall  be  disallowed, 
except  as  the  Board  may  thereafter 
approve  them  for  whole  or  part  payment 
from  the  association’s  assets  remaining 
undistributed  at  the  time  of  approval. 
The  receiver  shall  mail  a  similar  notice 
to  any  shareholder  shown  on  the 
association’s  books  at  the  shareholder’s 
last  address  appearing  thereon,  unless 
the  shareholder’s  account  has  been,  or  is 
being,  surrendered  or  transferred  to  the 
Corporation.  When  the  first  liquidating 
dividend  is  declared,  the  receiver  shall 
credit  to  a  special  reserve  the 
proportionate  shares  of  that  dividend 
otherwise  payable  to  holders  of 
unclaimed  share  accounts  appearing  on 
the  association’s  books  to  be 
outstanding  and  valid,  and  similar 
credits  shall  be  made  for  any 
subsequent  liquidating  dividend 
declared  before  the  date  specified  in  the 
notice.  The  final  liquidating  dividend  to 
shareholders  whose  claims  of  ownership 
have  been  allowed  may  include  any 
sums  held  in  such  accounts,  but  the 
dividend  shall  not  be  paid  before  the 
specified  date. 

(b)  The  receiver  shall  allow  any 
ownership  proved  to  its  satisfaction. 

The  receiver  may  wholly  or  partly 
disallow  any  claim  of  share  interest  not 
so  proved  and  shall  notify  the  claimant 
of  the  disallowance  and  the  reason 
therefor.  Mailing, notice  of  the 
disallowance  to  the  claimant’s  last 


address  appearing  on  the  association’s 
books  shall  be  sufficient  notice.  Unless, 
within  31)  days  after  notice  is  mailed,  the 
claimant  files  a  written  request  for 
payment  regardless  of  the  disallowance, 
disallowance  shall  be  final,  except  as 
the  board  may  otherwise  determine. 

(c)  Upon  expiration  of  the  specified 
time  for  presenting  claims,  the  receiver 
shall  cause  to  be  filed  with  the  Board  a 
complete  list  of  claims  presented, 
indicating  the  character  of  each  claim 
and  whether  allowed  by  the  receiver.  At 
such  other  date(s)  as  the  Board  may 
order  or  the  receiver  may  determine,  a 
list  of  claims  presented  before  that  date 
shall  be  filed  with  the  Board. 

(d)  When  insurance  is  paid  to  the 
account  holder,  transfer  of  the  insured 
account  to  the  Corporation,  and  the 
Corporation’s  subrogation  with  respect 
to  the  account  to  the  extent  provided  by 
law.  shall  be  noted  on  the  books  of  the 
receivership. 

(e)  Allowed  claims  of  share  interest  to 
which  the  Corporation  has  become 
subrogated,  uninsured  claims  allowed 
by  the  receiver,  and  claims  approved  foi 
payment  by  the  Board,  shall  be  paid  by 
the  receiver  in  liquidating  dividends 
declared  from  time  to  time  by  the  Board, 
to  the  extent  funds  are  available,  in  such 
manner  and  amounts  as  the  Board  may 
direct. 

§  549.5-1  Deposit  associations. 

(a)  If  a  Federal  association  is  a 
deposit  association,  this  section  shall 
apply  in  lieu  of  §§  .549.4  and  549.5. 

(b) (1)  When  directed  to  do  so  by  the 
Board,  the  receiver  shall  promptly 
publish  a  notice  to  the  association’s 
creditors  and  to  holders  of  its  savings, 
deposits  and  savings  accounts  to 
present  their  claims,  with  proof  thereof, 

■  to  the  receiver  by  a  date  specified  in  the 
notice  (at  least  90  days  after 
publication).  The.  notice  shall  be 
published  again  approximately  1  month 
and  2  months  respectively  after  the  date 
of  first  publication.  Claims  filed  after  the; 
specified  date  shall  be  disallowed, 
except  as  the  Board  may  thereafter 
approve  them  for  whole  or  part  payment 
from  the  association’s  assets  remaining 
undistributed  at  the  time  of  approval. 
However,  if  the  claim  is  with  respect  to 
a  savings  deposit  or  savings  account 
and  is  filed  during  the  3-year  period 
specified  under  paragraph  (c)(1)  of  this 
section,  the  filing  shall  be  seasonable 
under  that  paragraph.  The  receiver  shall 
mail  a  similar  notice  to  any  creditor, 
holder  of  a  savings  deposit,  or  holder  of 
a  savings  account  shown  on  the 
association’s  books  at  the  last  address 
of  the  creditor  or  holder  appearing 
thereon,  except  the  notice  need  not  be 


1 
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mailed  to  any  holder  whose  deposit  or 
account  has  been,  or  is  being, 
surrendered  or  transferred  to  the 
Corporation.  A  claim  filed  under  this 
paragraph  (b)  asserts  all  rights  of  the 
claimant  to  the  withdrawal  value  of  the 
account  and  to  share  in  the  association’s 
remaining  assets. 

(2)  The  receiver  shall  approve  any 
seasonably  filed  claim  proved  to  its 
satisfaction.  The  receiver  may  wholly  or 
partly  disallow  any  claim  of  security, 
preference,  or  priority  not  so  proved  and 
shall  notify  the  claimant  of  the 
disallowance  and  the  reason  therefor. 
Mailing  notice  of  the  disallowance  to  the 
claimant's  last  address  appearing  on  the 
association's  books  or  the  proof  of  claim 
shall  be  sufficient  notice.  Unless,  within 
30  days  after  the  notice  is  mailed,  the 
claimant  files  a  written  request  for 
payment  regardless  of  the  disallowance, 
disallowance  shall  be  final,  except  as 
the  Board  may  otherwise  determine. 

(3)  Upon  expiration  of  the  specified 
time  for  presenting  claims,  the  receiver 
shall  cause  to  be  filed  with  the  Board  a 
complete  list  of  the  claims  presented, 
indicating  the  character  of  each  claim 
and  whether  allowed  by  the  receiver.  At 
such  other  date(s)  as  the  Board  may 
order  or  the  receiver  may  determine,  a 
list  of  claims  presented  before  that  date 
shall  be  filed  with  the  Board. 

(4)  Claims  which  were,  under  this 
subsection,  allowed  by  the  receiver  or 
approved  by  the  Board  shall  be  paid  by 
the  receiver,  from  time  to  time,  to  the 
extent  funds  are  available,  in  such 
manner  and  amounts  as  the  Board  may 
direct. 

(c)(1)  When  directed  to  do  so  by  the 
Board,  the  receiver  shall  promptly,  but 
not  before  the  date  specified  in  the 
notice  under  paragraph  (b)(1)  of  this 
section,  publish  a  notice  to  the  holder  of 
the  association's  savings  accounts  and 
•  savings  deposits,  except  deposits  and 
accounts  with  respect  to  which  claims 
have  previously  been  filed  with  the 
receiver,  to  present  their  claims,  with 
proof  thereof,  to  the  receiver  by  a  date 
specified  in  the  notice.  The  notice  shall 
specify  a  date  3  years  after  the  date  of 
the  receiver’s  appointment  and  urge  that 
claims  be  presented  promptly.  It  shall  be 
published  again  approximately  1  year 
and  2  years  respectively  after  the  date 
of  the  first  publication.  Claims  filed  after 
the  specified  date  shall  be  disallowed, 
except  as  the  Board  may  thereafter 
approve  them  for  whole  or  part  payment 
from  the  association’s  assets  remaining 
undistributed  at  the  time  of  approval. 
When  the  first  liquidating  dividend  is 
declared,  the  receiver  shall  credit  to  a 
special  reserve  the  proportionate  shares 
of  that  dividend  otherwise  payable  to 


the  holder  of  unclaimed  savings 
accounts  and  savings  deposits 
appearing  on  the  association’s  books  to 
be  outstanding  and  valid,  and  similar 
credits  shall  be  made  for  any 
subsequent  liquidating  dividends 
declared  before  the  date  specified  in  the 
notice.  The  final  liquidating  dividend  to 
holders  of  claims  allowed  or  approved 
for  payment  by  the  Board  may  Include 
any  amounts  previously  undistributed, 
but  shall  not  be  paid  before  the 
specified  date.  Distributions  made  or 
made  available  on  savings  accounts  or 
savings  deposits  under  paragraph  (b)  of 
this  section  shall  be  treated  as  if  they 
had  been  made  or  made  available  as 
liquidating  dividends  under  this 
paragraph  (c)(1),  but  this  sentence  does 
not  authorize  recapture  of  any  such 
dividend.  Paragraph  (b)(2)*of  this  section 
applies  also  to  claims  filed  under  this 
paragraph  (c)(1). 

(2)  Upon  expiration  of  the  3-year 
period,  the  receiver  shall  cause  to  be 
filed  with  the  Board  a  complete  list  of 
the  claims  presented  with  respect  to 
savings  deposits  and  savings  accounts 
and  not  included  in  any  list  previously 
filed  under  paragraph  (b)(3)  of  this 
section.  The  list  shall  indicate  the 
character  of  each  claim  and  whether 
allowed  by  the  receiver.  On  such  other 
date(s)  as  the  Board  may  order  or  the 
receiver  may  determine,  a  list  of  claims 
presented  before  that  date  shall  be  filed 
with  the  Board. 

(3)  When  insurance  is  paid  to  the 
holder  of  a  savings  deposit  or  savings 
account,  transfer  of  the  insured  account 
or  deposit  to  the  Corporation,  and  the 
Corporation’s  subrogation  with  respect 
to  the  deposit  or  account  to  the  extent 
provided  by  law,  shall  be  noted  on  the 
books  of  the  receivership. 

(4)  Allowed  claims  with  respect  to 
savings  deposits  or  savings  accounts  to 
which  the  corporation  has  become 
subrogated,  uninsured  claims  allowed 
by  the  receiver,  and  claims  approved  for 
payment  by  the  Board  shall  be  paid  by 
the  receiver  in  liquidating  dividends 
declared  from  time  to  time  by  the  Board, 
to  the  extent  funds  are  available,  in  such 
manner  and  amounts  as  the  Board  may 
direct. 

§  549.6  Inventory;  examinations  and 
audits,  and  costs  thereof;  accounting 
practices. 

(a)  Inventory.  As  soon  as  practicable 
after  taking  possession,  the  receiver 
shall  make  an  inventory  of  the 
association’s  assets  as  of  the  date 
possession  was  taken.  It  shall  include 
the  value  on  the  association’s  books  of 
the  asset,  any  security  therefor,  and  a 
brief  description  of  the  asset  and 


security,  and  it  shall  also  include  a 
record  of  creditor  and  savings  account 
liabilities.  The  method  of  listing  assets 
must  provide  such  information  to  the 
satisfaction  of  the  Board.  One  copy  of 
the  inventory  shall  be  filed  with  the 
Secretary  to  the  Board,  one  copy  with 
the  Corporation,  and  one  copy  retained 
in  the  principal  office  for  liquidation  of 
the  association  while  the  office  is 
maintained. 

(b)  Examinations  and  audits,  and 
costs  thereof.  Each  Federal  association 
for  which  a  receiver  has  been  appointed 
shall  be  examined  and  audited  (with 
appraisals  when  deemed  advisable  by 
the  Board)  at  least  annually  by  the 
Department  of  Examinations.  FSLIC,  or 
as  otherwise  directed  by  the  Board.  The 
cost,  as  determined  by  the  Board, 
including  office  analysis  and  appraisals, 
shall  be  paid  from  the  association’s 
assets. 

(c)  Accounting  practices;  reports.  The 
receiver  may,  from  time  to  time, 

-  prescribe  accounting  practices  to  be 
followed.  It  shall  make  a  report  to  the 
Board  of  its  affairs  as  of  June  30  each 
year  on  forms  it  or  the  Board  prescribes, 
and  such  other  reports  as  it  or  the  Board 
may  require.  Each  recommendation  for 
declaration  and  payment  of  a  liquidating 
dividend  shall  be  accompanied  by  a 
report  showing  available  assets.  One 
copy  of  reports  required  by  this  section 
shall  be  filed  with  the  Secretary  to  the 
Board,  one  copy  shall  be  retained  by  the 
Corporation,  and  one  copy  shall  be 
retained  in  the  principal  office  for 
liquidation  of  the  association  while  the 
office  is  maintained. 

§  549.7  Final  discharge  and  release  of 
receiver. 

When  the  receiver  recommends  final 
distribution  of  assets  or  is  otherwise 
relieved  of  its  duties,  it  shall  file  with 
the  Board  a  detailed  report  in  form 
satisfactory  to  the  Board.  Unless  the 
Board  otherwise  directs,  upon  final 
liquidation  of  the  receivership  or  when 
the  receiver  completes,  or  is  otherwise 
relieved  of,  its  duties,  the  receivership 
shall  be  examined  and  audited.  The 
receiver’s  accounts  shall  thereupon  be 
approved  or  disapproved,  and  if 
approved,  the  receiver  shall  thereby  be 
completely  and  finally  released. 

§  549.8  Inspection  of  reports. 

The  receiver’s  inventories,  statements, 
and  reports  shall  be  in  at  least  as  many 
copies  as  these  regulations  require  or  as 
the  Board  otherwise  directs.  One  copy 
shall  be  filed  with  the  Board  and  one 
with  the  Corporation,  and  each  shall 
constitute  permanent  records  of  the 
liquidation  open  for  inspection  at  such  , 
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time  and  on  such  conditions  as  the 
Board  may  direct,  or  in  the  absence  of 
such  direction,  whenever  the  office  of 
the  Secretary  to  the  Board  is  open  for 
business. 

PART  550— CEASE-AND-DESIST  AND 
SUSPENSION  AND  REMOVAL  ORDERS 

17.  Delete  §  550.7  as  follows: 

§  550.7  (Deleted),  effective  August  3, 
1979. 

18.  Revise  Part  551  to  read  as  follows: 

PART  551— SERVICE  OF  PROCESS 
UPON  BOARD 

§551.1  Service  of  process. 

Service  of  process  may  be  made  upon 
the  Board  by  delivering  a  copy  of  the 
summons  and  complaint  to  the  U.S. 
Attorney  for  the  district  in  which  the 
action  is  brought  or  to  an  assistant  U  S. 
Attorney  or  clerical  employee 
designated  by  the  U.S.  Attorney  in  a 
writing  filed  with  the  clerk  of  the  court, 
and  by  sending  copies  of  the  summons 
and  of  the  complaint  by  registered  or 
certified  mail  to  the  Attorney  General  of 
the  United  States.  Washington.  D.C.. 
and  to  the  Secretary  to  the  Board. 

PART  552— STOCK  ASSOCIATIONS 

19.  Revise  §  552.6  and  paragraphs  (b) 
and  (f)  (1)  and  (2)  of  §  552.8.  to  read  as 
follow's: 

§  552.6  Optional  bylaw  provisions. 

This  section  constitutes  approval  by 
the  Board  of  any  one  or  more  of  the 
following  amendments  of  the  bylaws  of 
any  Charter  S  association. 

(a)  Amend  Article  III  of  the  bylaws 
prescribed  in  Section  552.5  by  adding 
Section  14,  as  follows:  "Section  14.  Agtf 
Limitation — Directors.  No  person  shall 
be  eligible  for  election,  reelection, 
appointment,  or  reappointment  to  the 
board  of  directors  if  such  person  is  then 
more  than  (fill  in  any  age  70  or  above) 
years  of  age.  No  director  shall  serve 
beyond  the  annual  meeting  of  the 
association  immediately  following  his 
attainment  of  (fill  in  the  same  age  70  or 
above  as  used  above)  years  of  age; 
except  that  any  such  director  serving  on 
(fill  in  date  of  adoption  of  bylaw)  may 
complete  the  unexpired  portion  of  his 
term  being  served  on  such  date.  This 
limitation  shall  not  apply  to  a  person 
serving  as  an  advisory  director  of  the 
association." 

(b)  Amend  Article  V  of  the  bylaws 
prescribed  in  Section  552.5  by  adding 
Section  6,  as  follows:  "Section  6.  Age 
Limitation — Officers.  No  person  shall  be 
eligible  for  election,  reelection, 
appointment,  or  reappointment  as  an 


officer  of  the  association  if  such  person 
is  then  more  than  (fill  in  any  age  70  or 
above)  years  of  age.  No  officer  shall 
serve  beyond  the  annual  meeting  of  the 
association  immediately  following  his 
attainment  of  (fill  in  the  same  age  70  or 
above  as  used  above)  years  of  age: 
except  that  any  such  officer  serving  on 
(fill  in  date  of  adoption  of  bylaw)  may 
complete  the  unexpired  portion  of  his 
term  being  served  on  such  date." 

§  552.8  Savings  deposits. 

(b)  Terms  of  savings  deposits: 
membership  and  voting  rights.  To  the 
extent  not  inconsistent  with  this  section, 
savings  deposits  authorized  by  this 
section  shall  be  on  the  same  bases, 
terms,  and  conditions  and  have  the 
same  characteristics  as  if  they  were 
authorized  by  and  subject  to  §§  545.1-2. 

545.1- 3.  545.1-4  or  545.1-l(a).  (e),  and  (f). 
Holders  of  such  savings  deposits  shall 
not  be  members' of  the  association  or 
have  voting  rights. 

(f)  Ancillary  provisions. — (1) 
References  in  regulations.  To  the  extent 
not  inconsistent  with  the  provisions  of 
this  section  all  references  in  this 
subchapter  to  savings  accounts  (except 
this  section)  and  to  owners,  holders,  or 
holders  of  record  of  savings  accounts 
and  the  language  "savings  accounts 
representing  share  interests  in  the 
association”  in  §  .545.24  shall  with 
respect  to  savings  deposits  authorized 
by  this  section  be  applicable  in  the  same 
manner  and  to  the  same  extent  that  (hey 
would  be  applicable  if  the  savings 
deposits  were  savings  deposits 
authorized  by  §§.545.1-2,  545.1-3.  545.1- 

4  or  545.1-l(a).  (e),  and  (f). 

(2)  Forms  of  certificate.  Except  as  the 
Board  may  otherwise  provide,  a  Charter 

5  association  shall  use  for  savings 
deposits  authorized  by  this  section  a 
form  of  certificate  w'hich  may  be  used 
for  a  corresponding  savings  deposit 
authorized  under  §§  545.1-2,  545.1-3. 

545.1- 4  or  545.1-l(a),  (e).  and  (f). 
However,  the  form  shall  be  modified  to 
eliminate  any  language  referring  to  (i) 
dividends,  (ii)  membership  or  voting 
rights,  and  (iii)  any  right  to  share  upon 
liquidation  in  assets  of  the  association, 
other  than  in  the  capacity  of  a  general 
creditor. 

20.  Revise  §  552.9  to  read  as  follows: 

§  552.9  Investments,  services,  and 
borrowings. 

A  Charter  S  association  may:  (a)  make 
any  loan  or  investment  authorized  by 
this  subchapter  for  a  Charter  N 
association,  (b)  be  surety  and  perform 


such  services  as  are  authorized  by  this 
subchapter  for  a  Charter  N  association: 
and  (c)  borrow,  issue  obligations,  and 
give  security  to  the  same  extent 
authorized  by  this  subchapter  for  a 
Charter  N  association  which  has 
amended  its  charter  under  §  544.2(f)  of 
this  subchapter. 

PART  555— BOARD  RULINGS 

21.  Revise  §§  555.1-555.3  to  read  as 
follows: 

§555.1  Directors. 

(a)  Number  necessary  for  quorum.  If 
the  number  of  directors  provided  for  in 
the  bylaws  or  fixed  by  resolution  of  the 
members  has  been  elected,  a  majority  of 
that  number  constitutes  a  quorum, 
regardless  of  any  subsequent  reduction 
in  the  number  of  directors  actually 
serving.  An  increase  in  the  authorized 
number  of  directors  does  not  affect  the 
number  required  for  a  quorum  until  the 
newly  created  directorships  are  filled. 

(b)  Directors'  power  to  fill  vacancies. 
The  Board  of  directors  of  a  Federal 
mutual  association  which  has  the 
prescribed  bylaws  may,  without  calling 
a  special  meeting  of  the  members,  elect 
directors  to  fill  vacancies,  including 
vacancies  caused  by  resignation  or  by 
increase  in  the  number  of  directors, 
unless  the  number  was  increased  by  a 
vote  of  the  members  and  they  elected 
directors  to  fill  the  new  positions.  Each 
director  so  elected  by  the  board  of 
directors  shall  serve  until  the  next 
annual  meeting  of  the  members. 

§  555.2  Power  to  engage  in  escrow 
business. 

A  Federal  association  may  not  act 
generally  as  an  agent  for  the  public  in 
handling  escrows.  It  may.  however, 
handle  escrows  relating  to  real  estate 
loans  it  makes  and,  to  the  extent 
reasonably  incidental  to  accomplishing 
its  express  purposes,  may  handle 
escrows  for  others  involving  the  type  of 
real  estate  transactions  common  to  the 
savings  and  loan  business.  In  handling 
any  escrow,  it  may  not  assume  duties  or 
responsibilities  or  perform  acts  beyond 
its  power  under  the  Act.  these 
regulations,  or  its  charter. 

§  555.3  Real  estate. 

(a)  For  lending  purposes,  a  motel  is 
generally  considered  "other  improved 
real  estate."  However,  if  the  business 
use  (tourist  units)  is  merely  incidental  to 
its  use  as  the  borrower’s  residence,  it 
qualifies  as  combination  home  and 
business  property. 

(b)  Definition  of  completed.  For 
purposes  of  §  545.6-2(a)(2)  regarding 
loans  in  excess  of  80  percent  of  value. 
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construction  is  “completed”  when,  in 
conformity  with  general  practice  in  the 
community,  a  residential  structure  is 
ready  for  occupancy.  For  example, 
community  custom  and  practice 
determine  whether  a  house  is  completed 
when  weather  prevents  application  of 
the  final  coat  of  paint  or  when  the  street 
is  unfinished  but  sufficient  funds  are 
held  in  escrow  until  completion. 

(c)  Purchase  of  paving  certificates.  A 
Federal  association  may  purchase  a 
paving  certificate  which  constitutes  a 
lien  on  property  securing  an  association 
loan,  if  necessary  to  protect  its  interest 
in  the  property.  However,  it  may  not 
acquire  such  a  certificate  as  an 
investment  or  as  to  property  on  which  it 
does  not  have  a  mortgage, 

22,  Revise  §§  555.5-555.11  (including 
the  captions  for  same)  to  read  as 
follows: 

§  555.5  Insurance. 

(a)  Control  over  placing  of  hazard 
insurance.  A  Federal  association’s 
board  of  directors  has  the  duty  to 
establish  and  maintain  such 
requirements  over  hazard  insurance  as 
it  considers  necessary  to  protect  the 
association's  interest  in  real  estate 
security  for  its  loans.  The  requirements 
may  include  establishment  of  fair 
standards  based  on  such  factors  as 
recognized  financial  ratings  of  insurers 
and  coverage  forms,  but  such  standards 
may  not  be  based  on  the  insurer’s 
corporate  structure.  Subject  to  this 
limitation,  the  borrower  should  have 
reasonable  freedom  of  choice  in  placing 
hazard  insurance  on  the  real  estate 
security. 

(b)  Advances  for  premiums  on  life 
insurance.  Section  545.8-3  of  this 
siibchapter  authorizes  an  association  to 
make  uninsured  advances  for  payment 
of  life  insurance  premiums  in  connection 
W'ith  real  estate  loans.  However, 
applicable  law  and  regulations  do  not 
permit  indiscriminate  making  of 
unsecured  loans  to  finance  life 
insurance  premiums.  No  lending 
program  which  in  general  contemplates 
or  promises  such  advances  is 
authorized. 

§  555.6  Refinancing  unsecured  loans. 

An  uninsured,  unsecured  loan  to 
refinance  a  loan  previously  made  by 
another  association  for  property 
alteration,  repair,  or  improvement  is  not 
within  a  Federal  association’s  authority 
under  §  5(c)  of  the  Act  to  invest  in  other 
loans  for  property  alteration,  repair,  or 
improvement.  A  Federal  association 
may,  however,  make  an  uninsured, 
unsecured  loan  to  refinance  for  a 
borrower  the  unpaid  balance  of  a  loan 


that  the  association  previously  made  to 
that  borrower  under  §  545.6-12(b)  and 
that  it- still  holds,  if  the  refinancing  loan 
is  evidenced  by  a  note(s)  whose 
amount(s)  and  terms  are  such  that  the 
loans  could  be  made  as  an  original  loan 
under  §  545.6-12(b),  The  refinanced  loan 
may  exceed  $15,000  if  the  excess  is 
caused  solely  by  inclusion  of  loan 
charges  permissible  under  §  545.8-2, 
inclusion  of  accrued  interest  (whether 
due  or  not),  or  carrying  over  original 
gross  charges  into  the  new  note(s). 

§  555.7  Increase  of  a  savings  account  with 
proceeds  of  a  loan  on  a  savings  account. 

A  savings  account  in  sufficient 
amount  must  be  in  existence  before  a 
loan  secured  by  the  savings  account 
may  be  made,  and  no  part  of  the 
proceeds  of  the  loan  may  be  used  as 
collateral  for  the  loan. 

§  555.8  Savings  accounts. 

(a)  Date  payments  considered 
received.  If  a  Federal  association  has 
fixed  a  determination  date  as  provided 
in  its  charter,  it  usually  must  actually 
receive  payments  on  its  savings 
accounts  by  that  date  to  consider  them 
received  on  the  first  of  the  month. 
However,  in  a  month  when  the 
determination  date  falls  on  a 
nonbiisiness  day  for  the  association,  it 
may  consider  payments  received  on  the 
next  business  day  after  the 
determination  date  as  received  on  the 
first  of  the  month.  The  association  may 
not,  however,  represent  generally  that 
payments  received  on  a  date  later  than 
the  determination  date  receive  earnings 
from  the  first,  without  stating  the  month 
in  which  that  will  ocur. 

(b)  Redemption  of  savings  accounts 
must  not  be  discriminatory.  Section  7  of 
a  Federal  mutual  association’s  charter 
does  not  empower  the  association  to 
redeem  a  shareholder’s  account 
discriminatorily.  Authority  to  redeem 
savings  accounts  “by  lot  or  otherwise” 
permits  redemption  only  by  methods 
similar  to  determination  by  lot,  i.e.,  that 
are  non-discriminatory. 

(c)  Sale  of  merchandise  in  connection 
with  soliciting  savings  accounts.  Even 
though  a  Federal  assoication  may  (under 
§  563.24  of  subchapter  D)  give  away 
merchandise,  within  expressly  stated 
limits,  in  connection  with  opening  or 
increasing  savings  accounts,  it  may  not, 
as  an  incident  to  powers  prescribed  in 
its  charter,  sell,  except  in  connection 
with  such  a  promotional  campaign, 
merchandise  other  than  coin  banks  and 
similar  coin-savings  devices. 


§  555.9  Effect  of  loan  participation  on 
status  of  borrowing  members. 

Solely  for  the  purpose  of  determining 
borrower  membership  in  a  Federal 
mutual  association  under  Parts  544  and 
563b  of  this  chapter,  a  person  is  a 
borrowing  member  of  the  association 
under  its  charter  only  if  the  association 
has  singly  or  jointly  originated  a  loan  to 
the  person,  the  loan  has  not  been  fully 
repaid,  and  the  association  has  not  sold 
its  entire  ownership  interest  in  the  loan 
to  a  third  party  or  parties.  If  the  loan  is 
assumed  in  full,  the  person  assuming  the 
loan  becomes  a  borrowing  member  of 
the  association  in  lieu  of  the  original 
borrower,  regardless  of  whether  the 
original  borrower  remains  obligated  on 
the  loan. 

§  555.10  Service  corporation  secured  debt 
limitation. 

The  unpaid  balance  of  a  note 
executed  by  a  service  corporation  and 
secured  by  a  mortgage  or  similar 
obligation  is  debt  under  §  545.9-l(c)(3), 
even  if  the  holder  of  the  note,  in  the 
event  of  default,  may  proceed  only 
against  the  security  property  and  has  no 
legal  basis  for  recovery  of  any 
deficiency  from  the  service  corporation. 

§  555.1 1  Loans  for  acquisition  and 
deveiopment  of  iand. 

A  Federal  association  may  make  a 
loan  under  §  545.6-6  to  finance 
development  of  land  to  which  the 
borrower  already  has  title,  but  it  may 
not  make  a  loan  under  that  section  to 
finance  purchase  of  land  already 
completely  developed  into  building 
sites. 

23.  Revise  §§  555.13—555.18,  and  the 
captions  in  §§  555.13,  555.14  to  read  as 
follows: 

§  555.13  First  liens  on  properties  sold  by 
the  Secretary  of  HUD. 

Under  section  5(c)  of  the  Act  a 
Federal  association  may  make  mortgage 
loans  insured  by  the  Federal  Housing 
Administration  and  secured  by  first 
liens  on  improved  real  estate.  The 
Secretary  of  HUD,  when  disposing  of 
properties  acquired  by  lien  under 
default  provisions  of  an  earlier  insured 
loan  may  sell  the  properties  to 
individuals  and  insure  new  loans  to 
finance  those  purchases.  Under  the 
procedure  prescribed  in  24  CFR  203.390 
and  203.402,  such  mortgages  may  be 
insured  without  documentary  evidence 
establishing  the  quality  and  validity  of 
the  mortgagee’s  lien.  Because  that 
procedure  offers  protection  to  Federal 
associations  equivalent  to  that  of  a  first 
lieOf  such  loans  shall  be  considered 
secured  by  a  first  lien  even  though  new 
title  evidence  has  not  been  obtained. 
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§555.14  Chief  executive  officer  of  a 
branch  office. 

Section  5  of  a  Federal  mutual 
association’s  bylaws  provides,  in  part, 
that  the  association’s  board  of  directors 
may  appoint  such  officers  as  they  may 
determine  from  time  to  time.  They  may 
also  designate  appropriate  titles  for 
officers  so  appointed  whose  titles  are 
not  specified  in  the  bylaws.  T’le  chief 
executive  officer  of  a  branch  office  may 
be  titled  division  president,  branch 
manager,  or  any  other  appropriate  title 
which  does  not  suggest  that  the  branch 
office  is  an  autonomous  association. 

§  555.15  Prepayment  penalty  on  mortgage 
loans. 

Section  545.8-5[b)  makes  clear  that 
charging  a  prepayment  penalty  is  a 
matter  of  contract  between  a  Federal 
association  and  a  borrower,  and  that  the 
borrower  may  wholly  or  partly  prepay 
the  loan  without  penalty  unless  the  loan 
contract  contains  an  express  provision 
imposing  a  prepayment  penalty.  Section 
545.8-5(b)  also  authorizes  a  Federal 
association  to  include  a  provision  in  its 
loan  contract  with  a  borrower  (who 
occupies  or  will  occupy  the  home 
securing  the  mortgage  loan)  imposirtg  a 
prepayment  penalty  at  any  amount  up 
to.  but  not  exceeding,  a  specified  limit. 
Thus,  in  view  of  the  controlling  Federal 
regulation,  a  Federal  association  may 
include  a  prepayment  provision  in  the 
loan  contract  up  to  the  maximum 
limitation  of  §  545.8-5(b)  regardless  of 
conflicting  State  law  which  sets  a  lower 
limit  or  imposes  a  different  type  of 
prepayment  penalty,  but  it  may  nut 
charge  a  prepayment  penalty  exceeding 
the  limit  in  §  545.8-5(b)  even  if  State  law 
allows  a  higher  charge. 

§  555.17  Insurance  agencies — usurpation 
of  corporate  opportunity. 

(a)  Definitions.  As  used  in  this 
section — 

(1)  "Owned"  and  "ownership”,  in 
connection  with  an  insurance  agency, 
include,  in  addition  to  ownership  by  a 
person:  (i)  ownership  by  the  person's 
spouse,  minor  child,  or  other  relative  by 
blood  or  marriage  having  the  same  home 
as  the  person:  (ii)  owmership  through  a 
broker  or  other  nominee  or  agent;  or  (iii) 
ownership  by  a  company  controlled  by 
the  person.  However,  the  terms  do  not 
include  ownership  by  one  such  person 
of  less  than  10  percent  of  the  insurance 
agency,  or  ownership  by  more  than  one 
such  person  of  less  than  25  percent  of 
the  agency; 

(2)  “Profits”  means  any  form  of 
remuneration  received,  or  to  be 
received,  by  officers,  directors,  or 
controlling  persons  of  the  association 


other  than  salaries,  fees,  or  commissions 
based  upon,  and  reasonably  related  to, 
services  actually  performed  respecting 
an  insurance  agency. 

(3j  “Referral”  means  directing  the 
business  of  association  members  to  an 
affiliated  insurance  agency,  but  does  not 
include  offering  association  members, 
without  specific  recommendation,  a  list 
of  approved  insurance  agencies, 
including  the  affiliated  agency,  unless 
the  list  is  designed  or  given  in  a  manner 
calculated  to  cause  members  to  sekict 
the  affiliated  agency  over  the  other 
listed  agencies; 

(b)  General.  Subject  to  exceptions  in 
paragraph  (c)  of  this  section,  as  limited 
by  paragraph  (d),  and  §  545.27  of  this 
subchapter,  referral  of  insurance 
business  of  an  association’s  members  to 
an  insurance  agency  owned  by  one  or 
more  officers  or  directors  of  the 
association,  or  by  one  or  more  persons 
having  the  power  to  direct  its 
management,  constitutes  usurpation  of 
the  association’s  corporate  opportunity 
to  engage  in  the  insurance  business. 

(c)  Exceptions.  No  corporate 
opportunity  for  a  Federal  association  to 
enter  the'  insurance  business  is  deemed 
to  have  existed — 

(1)  If  the  referral  described  in 
paragraph  (b)  took  place: 

(i)  While  application  for  permission  to 
engage  in  the  insurance  business  was  on 
file  w'ith  the  appropriate  State  agencies 
and/or  the  Board: 

(ii)  Before  May  20,  1971: 

(iii)  while  a  specific  State  statute  or 
regulation  precluded  Federal  association 
service  corporations  (or  their  wholly- 
owned  subsidiaries)  from  engaging  in 
the  insurance  business: 

(iv)  While  State  licensing  or 
regulatory  authorities  whose  prior 
approval  is  required  to  engage  in  the 
insurance  business  followed  an 
established  and  well-known  policy  of 
refusing  to  accept  or  process 
applications  from  Federal  association 
service  corporations  (or  their  wholly- 
owned  subsidiaries)  for  permission  to 
engage  in  the  insurance  business  (an 
association  need  not  demonstrate 
existence  of  such  a  policy  by  instituting 
legal  proceedings  to  compel  approval): 

(v)  During  a  reasonable  period  (not 
over  18  months)  following  (A)  May  20. 
1971  or  (B)  a  change  in  the  State  statute 
or  regulation  described  in  paragraph 
(c)(l)(iii)  of  this  section  or  policy 
described  in  paragraph  (c)(l)(iv)  of  this 
section  for  the  association  to  have 
investigated  the  feasibility  and 
desirability  of  acquiring  or  establishing 
its  own  service  corporation  insurance 
business  and  to  have  prepared  and  filed 
applications  with  respect  thereto: 


(2)  If  the  association,  after  filing  any 
necessary  application  and  making  a 
bona  fide  attempt  to  obtain  any 
necessary  approvals  (such  attempt  need 
not  involve  instituting  legal  proceedings 
to  compel  such  approvals),  was  denied 
permission  by  the  appropriate  State 
licensing  or  regulatory  authorities  for  its 
service  corporation,  or  a  wholly-owned 
subsidiary  thereof,  to  engage  in  the 
insurance  business: 

(3)  If  a  disinterested  and  independent 
majority  of  the  Federal  association’s 
board  of  directors,  after  receiving  a  full 
and  fair  presentation  of  the  matter, 
rejected  the  opportunity  to  engage  in  the 
insurance  business  through  acquisition 
or  de  novo,  as  a  matter  of  sound 
business  judgment,  taking  into 
consideration  such  factors  as  the 
financial  resources  of  the  association  to 
establish  or  acquire  an  insurance 
agency,  the  risks  involved  in  entering 
the  insurance  business,  and  the 
projected  profitability  of  the  agency:  or 
if  involvement  in  the  existing  affiliated 
insurance  agency  by  members  of  the 
association's  board  of  directors 
prevented  a  decision  by  a  majority  of 
disinterested  and  independent  directors, 
the  matter  was  submitted  to  the  vote  of 
the  association’s  members  at  a  special 
annual  meeting  (no  existing  proxies  may 
be  used  at  such  meetings  and  proxy 
solicitations  must  be  accompanied  by 
material  which  makes  full.  fair,  and 
accurate  disclosure  of  all  relevant 
material  and  information  respecting  the 
corporate  opportunity  to  enter  the 
insurance  business): 

(4)  If  lack  of  economic  justification  for 
the  association  to  engage  in  the 
insurance  business  by  either  acquiring 
an  existing  affiliated  insurance  agency, 
or  establishing  or  purchasing  another 
insurance  agency,  was  duly  established. 

(d)  Limitation  to  certain  exceptions. 

(1)  Notwithstanding  the  provisions  of 
paragraphs  (c)(l)(i).  (iii).  (iv),  and 
paragraph  (c)(3)  of  this  section,  the 
exceptions  provided  thereunder  do  not 
apply  to  any  period  of  time  over  18 
months  after  May  20, 1971,  during  which 
the  conditions  or  actions  described  did 
not  exist  or  were  not  instituted. 

(2)  It  is  no  defense  to  the  charge  of 
usurpation  of  corporate  opportunity  that 
the  existing  affiliated  insurance  agency 
which  the  association  could  have 
acquired  engages  in  business  in  which  a 
service  corporation  may  not  engage 
under  §  545.9-1  of  this  chapter,  unless  it 
was  determined  whether  (i)  the  portion 
of  the  business  of  the  existing  affiliated 
insurance  agency  related  to  referrals 
from  members  of  the  association  could 
have  been  acquired  by  the  association 
or  (ii)  it  was  feasible  and  desirable  for 
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the  association,  by  means  of  a  service 
corporation,  or  its  wholly-owned 
subsidiary,  to  establish  or  acquire  its 
own  insurance  agency. 

(e)  Relief  required,  (1)  Usurpation  of 
corporate  opportunity  under  paragraph 

(b)  of  this  section  entitles  the 
association  to  the  resulting  profits  of  the 
affiliated  insurance  agency  during  the 
period  of  usurpation,  if  such  profits  are 
attributable  to  (i)  referrals  by  the 
association  of  the  association  borrowers 
to  the  agency  during  that  period  and  (ii) 
renewals  of  such  referrals  made  during 
such  period,  unless  it  can  be  shown  that 
such  renewals  were  made  for  a  reason 
other  than  maintaining  the  original 
placement.  The  associaton  is  not 
entitled  to  profits  for  referrals  (or 
renewals  thereof)  made  before  the 
period  of  usurpation  or  for  referrals  (or 
renewals  thereof)  made  after  the 
corporate  opportunity  ceased  to  exist. 

(2)  Notwithstanding  paragraph  (e)(1), 
an  association  whose  corporate 
opportunity  was  usurped  under  this 
section  is  not  entitled  to  recover 
insurance  agency  profits:  (i)  Which 
exceed  profits  actually  accruing  to  the 
association's  officers,  directors,  or 
controlling  persons  [e.g.,  their  pro  rata 
share  of  the  profits  based  on  their 
partial  ownership  of  the  insurance 
agency)  during  the  period  of  usurpation: 
or  (ii)  from  a  person  who  was  an  officer 
of  the  association  during  the  period  of 
unsurpation,  if  it  is  clearly  shown  that 
the  person’s  receipt  of  such  profits  was 
in  lieu  of  a  portion  of  what  otherwise 
would  have  been  officer’s  compensation 
(profits  that  exceed  an  amount  which 
could  reasonably  be  regarded  to  have 
been  in  lieu  of  compensation,  based  on 
compensation  of  persons  in  comparable 
positions,  are  recoverable). 

§  555.18  Deposit  assurance  of  direct 
deposit  of  social  security  payments. 

(a)  Under  the  Social  Security 
Administration’s  “direct  deposit 
program”,  a  social  security  beneficiary 
may  designate  a  financial  institution, 
including  a  Federal  association,  to 
receive  the  beneficiary’s  benefit 
payments.  Thereafter,  benefit  payments 
are  made  directly  to  the  institution  in 
the  form  of  checks  or  magnetic  tape 
notices. 

(b)  The  Board  has  concluded  that 
giving  “deposit  assurance”  in 
connection  with  the  program  is  within  a 
Federal  association’s  implied  powers 
under  section  5  of  the  Act.  Deposit 
assurance  consists  of  the  association’s 
undertaking  to  credit  the  beneficiary's 
account  with  a  “deposit”  in  the  amount 
of  the  benefit  payment  on  the  date  it  is 
due  to  be  received,  whether  or  not  the 


association  actually  receives  the  check 
or  magnetic  tape  notice  from  the 
Treasury  by  that  date.  The  Board  has 
concluded,  based  on  the  unique  nature 
of  the  social  security  direct-deposit 
program  and  the  improbability  of  failure 
to  receive  payments  on  time,  that  the 
association  “constructively”  receives 
payment  on  that  date, 

(c)  The  Board  believes,  however,  that 
such  deposit  assurance  may  involve 
some  risk  for  Federal  associations 
participating  in  the  program  and  that 
they  must  therefore  institute  adequate 
safeguards  and  controls  in  conjunction 
therewith. 

PART  556— STATEMENTS  OF  POLICY 

24.  Delete  §  556.1  as  follows: 

§  556.1  (Deleted,  effective  August  3, 
1979) 

25.  Revise  §§  556.7-556.9  to  read  as 
follows: 

§  556.7  Service  corporation  involvement 
with  gold  or  gold-related  transactions. 

Section  545.9-1  authorizes  Federal 
associations  to  invest  in  service 
corporations  engaging  in  certain 
preapproved  activities  and  any  other 
activities  the  Board  approves  upon 
application.  Because  transactions  or 
activites  involving  gold  (including  gold 
coins)  or  gold  related  instruments  or 
securities  are  not  preapproved  and  the 
Board  will  not  approve  such  activities  or 
transactions  on  application.  Federal 
associations  should  not  invest,  or 
maintain  an  investment,  in  a  service 
corporation  engaging  in  such 
transactions  or  activities. 

,  §556.8  Suretyship. 

The  Board  will  authorize  a  Federal 
association  to  be  surety  under  §  545.24-2 
of  this  subchapter  only  if  such  activity 
would  be  properly  incident  to  its  other 
authorized  activities. 

§  556.9  imposition  of  late  charges  and 
due-on-sale  clauses. 

(a)  The  Board  expects  Federal 
associations  to  adopt  procedures 
sufficient  to  ensure  that,  by  the  time  of 
loan  closing,  the  rights  and  obligations 
of  the  contracting  parties  regarding 
imposition  of  late  charges  and 
prepayment  charges  and  exercise  of 
acceleration  clauses  (including  due-on- 
sale  clauses)  are  fully  and  specifically 
disclosed  to  the  borrower. 

(b) (1)  Although  §  545.8-3(g)  of  this 
subchapter  prohibits  imposition  of  a 
prepayment  charge  upon  exercise  of  a 
due-on-sale  clause  only  with  respect  to 
loans  on  borrower-occupied  homes 
made  after  July  31, 1976,  the  Board  looks 
with  disfavor  on  the  practice  respecting 


all  such  loans  and  believes  associations 
should,  except  in  extraordinary 
circumstances,  abstain  from  the  practice 
in  connection  with  such  loans  made 
before  that  date, 

(2)  Although  there  is  no  maximum 
limitation  on  the  amount  of  late  charges 
a  Federal  association  may  assess  or 
collect,  under  contract,  on  loans  made 
before  August  1, 1976,  secured  by 
borrower  occupied  homes,  the  Board 
expects  associations  to  be  reasonable 
and  fair  in  assessing  and  collecting  late 
charges  against  delinquent  borrowers  as 
to  such  loans,  taking  into  consideration 
the  reason  for  delinquency,  the  length  of 
delinquency,  and  the  borrower’s  past 
practice  respecting  delinquencies, 

(c)  The  Board  believes  there  may  be 
(in  addition  to  the  circumstances 
prescribed  in  §  545.8-3(g)  in  which 
exercise  of  a  due-on-sale  clause  is 
prohibited)  situations  in  which  it  will  be 
apporpriate  for  a  Federal  association  to 
waive  its  contractual  right  to  accelerate 
a  loan.  Those  situations  include  transfer 
of  title  to  members  of  the  borrower’s 
immediate  family,  including  a  former 
spouse  in  connection  with  a  divorce, 
who  occupy  or  will  occupy  the  property 
(to  the  extent  not  covered  by  §  545.8- 
3(g)).  Associations  also  should  consider 
waiving,  in  cases  of  extreme  hardship  to 
the  existing  borrower,  any  right  to 
require  an  increase  in  interest  rate  under 
a  due-on-sale  clause. 

(d)  Even  though  a  Federal  association 
may  increase  the  interest  rate  as  a 
condition  of  loan  assumption,  the  Board 
expects  that  no  association  will  request 
such  an  increase  to  a  rate  exceeding  the 
then  prevailing  rate  on  comparable  new 
loans  made  by  the  association  applying 
its  normal  lending  standards. 

(e)  Section  545.8-3(g)  does  not  prohibit 
an  association  from  requiring,  as  a 
condition  to  an  assumption,  continued 
maintenance  of  mortgage  insurance  by 
the  existing  borrower’s  successor  in 
interest,  whether  by  endorsement  of  the 
existing  policy  or  by  entrance  into  a  new 
contract  of  insurance. 

(Sec.  105,  Pub.  L.  93^95,  October  28, 1974; 
Secs.  402,  403,  407,  48  Slat.  1256,  1257,  1260,  as 
amended  (12  U.S.C.  1725, 1726. 17.30);  sec.  5. 

48  Slat.  132,  as  amended  (12  U.S.C.  1464). 
Reorg.  Plan  No.  3  of  1947, 12  FR  4981;  3  CFR. 
1943-48  Comp.,  p.  1071.  Interpret  or  apply  see. 
406.  48  Stat.  1259,  as  amended  (12  U.S.C. 

1729) 
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By  the  Federal  Home  Loan  Bank  Board. 
J.  |.  Finn. 

Secretary. 

Appendix — Sources  ot  Revised  Sections 
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§  545  6-3(a) 

§§  545.6-1  (c)(6).  541.14(0 

(b)  .. 

§545.6- 1(b)(2).  545  6-1(c)(2) 

(c) 

§§  545.6- 1(D)(2)(ii),  541  14(b) 

(d) 

§§  545.6-1(0(2),  545.6- 
1(b)(2).  (b)(3).  545.6- 
1(a)(7).  545  6-1  (c)(5). 
545.6- 1(a).  (e)(iii) 

§  545  6-4  . 

.  §545  6-2 

§  545.6-5 

§  545  6-3 

§  545  6-6 

§545.6-14 

§  545  6-7 

§  545  6-14a 

§  545  6-8 

§545  6-16 

Appendix — Sources  of  Revised  Sections— 
Continued 


Revised  section 

Original  section(s) 

§  545  6-9 . 

.  §  545.6-23 

§545  6-10 . 

.  §WG.G-^8 

§  545.6-11 

..  §  546  6-20 

§545  6-12 

§  545.8 

§545.7... 

§  545  7 

§  545.7-1 

. .  .  §545  6-21 

§  546.7-2 

§  545  6-22 

§  545.7-3 

§§545.6-25.  545  6-15 

§  545.7-4 

§  545  8-1 

§  545.7-5 . 

.  §545  8-3 

§545.7-6  . 

.  §545.7-1 

§  545.7-7 . 

.  §545.7-2 

§545  7-8 . 

.  §545.7-3 

§545.7-9 . 

.  §545  6-17 

§  545.8 . 

.  §545  6-4 

§  545  8-1  . 

.  §545  6-5 

§  545  8-2 . 

.  §  545  6-10 

§  545  8-3 . 

.  §545.6-11 

§545.3-4  . 

.  §  545.11 

§  545.8-5  . 

.  §545  6-12 

§  545  8-6  . 

.  §545  6-6 

§  545.8-7 . 

.  §  545  6-7 

§  545.8-8 . . . 

...  §  545.6-9 

§545.8-9 . 

.  §  545  8-2 

§545  8-10 . 

.  §  545  6-24 

§  545  8-11  . 

.  §545  11-1 

§§  545.9-545.10 . 

.  §§545.9-545.10 

§545.13 . 

.  §545  13 

§§545.17-545  24 . 

.  §§545.17-545.24 

§  545.24-1  . 

.  §545.24-1 

§  545  24-2 . 

.  §§  545  24-2.  545  24-3 

§§  545  25-545  29 . 

.  §§  545.25-545  29 

§§546.1-546  5 . 

.  §§546.1-546.5 

§§  547  1-547.8 . 

..  §547.1-547.8 

§§  548.1-548.8 . 

.  §548.1-548  8 

§  549  1 . 

.  New 

§  549.2 . 

.  §  549.1 

§§549  3-549  8 . 

.  §§549.3-549.8 

§561.1 . 

.  §551.1 

§  552  8 . 

.  §552  8 

§552  9 . 

.  §552.9 

§§  555.1-555.11 . 

.  §§555  1-555  11 

§§  555  13-555  15 . 

.  §§555.13-555.15 

§555  17 . 

.  §555.17 

§555.18  . 

.  §555.18 

§§  556.7-556.9 . 

.  §§556.7-556.9 
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INFORMATION  AND  ASSISTANCE 


202-523-5022 

312-663-0884 

213-688-6694 

202-523-3187 

523-5240 


Questions  and  requests  for  specific  information  may  be  directed 
to  the  following  numbers.  General  inquiries  may  be  made  by 
dialing  202-523-5240. 

Federal  Register,  Daily  Issue: 

202-783-3238  Subscription  orders  (GPO) 

202-275-3054  Subscription  problems  (GPO) 

“Dial-a-Reg"  (recorded  summary  of  highlighted 
documents  appearing  in  next  day's  issue): 
202-523-5022  Washington.  DC. 

312-663-0884  Chicago.  III. 

213-688-6694  Los  Angeles.  Calif. 

202-523-3187  Scheduling  of  documents  for  publication 
523-5240  Photo  copies  of  documents  appearing  in  the 
Federal  Register 
523-5237  Corrections 
523-5215  Public  Inspection  Desk 
523-5227  Finding  Aids 

523-5235  Public  Briefings:  “How  To  Use  the  Federal 
Register." 

Code  of  Federal  Regulations  (CFR): 

523-3419 

523-3517 

523-5227  Finding  Aids 

Presidential  Documents: 

523-5233  Executive  Orders  and  Proclamations 
523-5235  Public  Papers  of  the  Presidents,  and  Weekly 
Compilation  of  Presidential  Documents 

Public  Laws: 

523-5266  Public  Law  Numbers  and  Dates.  Slip  Laws,  U.S. 

-5282  Statutes  at  Large,  and  Index 
275-3030  Slip  Law  Orders  (C’.PO) 


523-5237 

523-5215 

523-5227 

523-5235 


Other  Publications  and  Services: 


523-5239  TTY  for  the  Deaf 
523-5230  U.S.  Government  Manual 
523-3408  Automation 
523-4534  Special  Projects 
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Tuesday.  )uly  3.  1979 


CFR  PARTS  AFFECTED  DURING  JULY 


At  the  end  of  each  month,  the  Office  of  the  Federal  Register 
publishes  separately  a  list  of  CFR  Sections  Affected  (LSA).  which 
lists  parts  and  sections  affected  by  documents  published  since 
the  revision  date  of  each  title 


1  CFR 

305 . 3881 7 

480 . 38826 


Administrative  Orders: 
Presidential  Determinations: 

No.  73-10  of  Jan.  2. 

1973  (Amended  by 
No. 

79-11  of  June  21. 

1979) . 38437 

No.  79-11  Of 

June  21.  1979 . 38437 


7  CFR 

2 . 

. 38439 

26 . 

. 38439 

301 . 

. 38829 

917 . 

. 38447 

947 . 

. 38830 

948 . 

. 38829 

967 . . 

. 38830 

1803 . 

. 38440 

1822 . 

. 38440 

1823 . 

. 38440 

1872 . 

. 38440 

1901 . 

. 38440 

1902 . 

. 38440 

1933 . 

. 38440 

1942 . 

..38440.  38831 

1943 . 

. 38440 

1945 . 

. 38440 

1955 . 

. 38440 

Proposed  Rules: 

226 . 

. 39078 

924 . 

. 38531 

947 . 

. 38531 

10  CFR 

Proposed  Rules: 

25 . 

. 38533 

95 . 

. 38533 

12  CFR 

265 . 

. 38448 

541 . 

. 39108 

542 . 

. 39108 

543 . 

. 39108 

544 . 

. 39108 

545 . 

. 39108 

546 . 

. . 39108 

547 . 

. 39108 

548 . 

. 39108 

549 . 

. 39108 

551 . 

. 39108 

552 . 

. 39108 

555 . 

. 39108 

556 . 

. 39108 

Proposed  Rules: 


206 . 

14  CFR 

71 . 

.  38543 

.  38449.  38450 

73 . 

. .  38450 

Proposed  Rules: 
61 . 

. 38563 

63 . 

. 38563 

71 . 

.38566-38569 

15  CFR 

30 . ; 

. 36832 

16  CFR 

13 . 

..38451,  38833 

Proposed  Rules: 

Ch.  II . 

.  38854 

423 . 

. 38570 

1201 . 

. 38857 

17  CFR 

230 . 

. 38810 

240 . 

. 38810 

250 . 

. 38810 

260 . 

. 38810 

Proposed  Rules: 

231 . 

. 38792 

241 . 

. 38792 

251 . 

. 38792 

18  CFR 

154 . 

. 38834 

287 . 

. 38837 

Proposed  Rules: 

Ch.  1 . 

. 38857 

292 . 

.38863,  38872 

19  CFR 

159 . 

. 38839 

Proposed  Rules: 
141 . 

. 38571 

20  CFR 

404 . 

. 38452 

416 . 

. 38456 

725 . . 

.  .38840 

Proposed  Rules: 

404 . 

.  38879 

416 . 

. 38879 

21  CFR 

193 . 

. 38841 

561 . 38841 


22  CFR 

42 . 
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24  CFR 

510 . 

. 38842 

Proposed  Rules; 

Subtitle  A . 

. 38572 

Subtitle  B . 

. 38572 

58 . 

. 38572 

26  CFR 

1 . 

. 38458 

Proposed  Rules: 

31 . 

. 38572 

27  CFR 

Proposed  Rules: 

201 . 

. 38573 

28  CFR 

2 . 

.  38459 

29  CFR 

850 . 

. 38459 

1627 . 

. 38459 

Proposed  Rules: 

524 . 

. 38910 

525 . 

. 38910 

31  CFR 

515 . 38843 


32  CFR 

1289 . 

. 38461 

Proposed  Rules: 

701 . 

. 38910 

33  CFR 

165 . 

. 38470 

40  CFR 

52 . 

,.38471,  38473,  38843 

65 . 

. 38476,  38477 

180 . 

.  38843-38845 

Proposed  Rules: 

35 . 

. 38575 

52 . 

,.38578,  38587,  38912 

65 . 

. 38603 

81 . 

. 38585  38587 

425 . 

. ..38746 

41  CFR 

Ch.  1 . 

. 38478 

45  CFR 

1069.4.... 

. 38479 

Proposed  Rules: 

Ch.  XII.... 

. . . 38607 

71 . 

. 38605 

233 . 

. 38606 

46  CFR 

25 . 

. 38778 

33 . 

35 . 

. 38778 

75 . 

. 38778 

78 . 

. 38778 

94 . 

. 38778 

97 . 

. 38778 

108 . 

109 . 

. 38778 

161 . 

164 . 

. 38778 

167 . 

. 38778 

180 . 

. 38778 

185 . 

. 38778 

192 . .' . 

. 38778 

196 . 

. 38778 

Proposed  Rules: 

536 . 

. 38913 

47  CFR 

1 . ; . 

.  38481 

68 . 

. 38847 

73 . 38481,  38845,  38848 

81 . 

. 38848 

83 . 

. 38848 

Proposed  Rules; 

1 . 

. 38913 

73 . 

. 38917 

76 . 

. 38918 

48  CFR 

Proposed  Rules: 

3 . 

30  . 

31  . 

50 . 


49  CFR 

396 . 

. 38523 

1033 . 

..38844,  38850 

1082 . 

. 38527 

1125 . 

. 38851 

Proposed  Rules: 
Ch.  X . 

. 38609 

222 . 

. 38608 

229 . 

. 38609 

230 . 

. 38609 

1056 . 

. 38918 

50  CFR 

26 . 

. 38852 

653 . 

. 38529 

Proposed  Rules: 
17 . 

. 3861 1 

38608 

38608 

38608 

38608 
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AGENCY  PUBLICATION  ON  ASSIGNED  DAYS  OF  THE  WEEK 


The  following  agencies  have  agreed  to  publish  all  This  is  a  voluntary  program.  (See  OFR  NOTICE 
documents  on  two  assigned  days  of  the  week  FR  32914,  August  6.  1976.) 

(Monday/Thursday  or  Tuesday/Friday) 

Monday 

Tuesday 

Wednesday 

Thursday 

Friday 

DOT/SECRETARY* 

USDA/ASCS 

DOT/SECRETARY* 

USDA/ASCS 

DOT/COAST  GUARD 

USDA/ APHIS 

DOT/COAST  GUARD 

USDA/ APHIS 

DOT/FAA 

USDA/FNS 

- 

DOT/FAA 

USDA/FNS 

DOT/FHWA 

USDA/FSQS 

- 

DOT/FHWA 

USDA/FSQS 

DOT/ FRA 

USDA/REA 

DOT/FRA 

USDA/REA 

DOT/NHTSA  _. 

MSPB/OPM 

DOT/NHTSA 

MSPB/OPM 

DOT/RSPA 

LABOR 

DOT/RSPA 

LABOR 

DOT/SLS 

HEW/FDA 

DOT/SLS 

HEW/FDA 

DOT/UMTA 

DOT/UMTA 

eSA 

eSA 

Documents  normally  scheduled  for  publication  on  Comments  on  this  program  are  still  invited  ‘NOTE;  As  of  July  2,  1979,  all  agencies  in 

a  day  that  will  be  a  Federal  holiday  will  be  Comments  should  be  submitted  to  the  the  Department  of  Transportation,  will  publish 

published  the  next  work  day  following  the  Day-of-the-Week  Program  Coordinator.  Office  of  on  the  Monday/Thursday  schedule, 

holiday  the  Federal  Register,  National  Archives  and 

Records  Service.  General  Services  Administration. 

'  Washington.  D  C.  20408 


REMINDERS 


The  items  in  this  list  were  editorially  compiled  as  an  aid  to  Federal 
Register  users.  Inclusion  or  exclusion  from  this  list  has  no  legal 
Significance.  Since  this  list  is  intended  as  a  reminder,  it  does  not 
include  effective  dates  that  occur  within  14  days  of  publication 

Rules  Going  Into  Effect  Today 

AGRICULTURE  DEPARTMENT 

Food  Safety  and  Quality  Service — 

26059  5-4-79  /  Young  chicken  slaughter  inspection  rate 

maximums;  effective  date  delayed  until  7-3-79 
(Originally  published  at  44  FR  22047,  4-l3-79| 

List  of  Public  Laws 

Note:  No  public  bills  which  have  become  law  were  received  by  the 
Office  of  the  Federal  Register  for  inclusion  in  today’s  List  of  Public 
Laws. 

Last  Listing  |une  26,  1979 


clial>a*reg 

Now  available  In  Chicago 


For  an  advance  look"  at  the 
Federal  Register,  try  our  information 
service  A  recording  v\/ill  give  you 
selections  from  our  highlights  listing 
of  documents  to  be  published  in 
the  next  day's  issue  of  the 
Federal  Register. 
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